Vol. IV. 
FROM THE CONTENTS:— 
Horigkong’s Cooperation with 
Nanking. 


Trade Stifling Controls in China. 
Civil War Progress in China. 


FAR EASTERN 


ECONOMIC REVIEW _ 


Hongkong, January 14, 1948 


Aviation Reports. 
Commercial Reports. 


Shipping Review. 


Financial Markets. 
Indochina’s Trade. 
Japanese Wool Industry. 


FINANCIAL DETERIORATION 


The Budget of China 


For the first six months of 1948 the 
Chinese Finance Ministry announced 
the following budget figures: estimated 
expenditure CN$ 96 trillion, estimated 
revenue CN$ 58 trillion, estimated de- 
ficit for January to June 1948: 38 
trillion. However, in the estimates are 
not included (1) extraordinary military 
expenditures the total amount of which 
will depend on the development of civil 
war campaigns, and (2) certain items 
of extraordinary revenue like: special 
taxes, Japanese and ex-puppet property 
sales, and so-called special contribu~- 
tions. 


In terms of US$, caleulated at -the 
eurrent open market exchange rate of 
Central Bank of China, China’s half- 
yearly expenditure (excl. extraordinary 
military expenditure) would amount to 
US$ 1.1 billion, and the semi-annual 
deficit to almost .US$ 450 million. It 
is more than likely that the Chinese 
estimates for 1948 will have to be re- 
vised several times during the current 
Year as has been the case in 1947; 
eventually the budget of the Nanking 
Govt. will be doubled, trebled and so 
forth. However, in terms of foreign 
exchange it appears certain that the 
deficit of Nanking for 1948 will at least 
be equivalent to US$ 1 billion. 


The hoped-for increases in revenue 
will only materialise, just as in pre- 
vious years, to a relatively negligible 
extent while expenditure, particularly 
those items relating to-army pay, am- 
munition supplies from foreign and 
native sources,. purchase and manufac- 
ture of weapons and other war 
materials, will exceed manifold the pre- 
sent estimates. 


The Budget for 1947. 


The initial budget for the 12 months 
of 1947 was 9.3 trillion expenditure and 
from 5 to 7.4 trillion revenue. Last 
May the estimates were revised to 20 
trillion expenditure and 10 trillion re- 
venue. In our issues of January 8, 
May 14 (page 8), May 28 (pp. 38/4) 


IN 


the budget of China was reviewed. 
Nobody in China believed that the es- 
timates compiled by the Finance Minis- 
try would prove accurate in the end; 
indeed, the seriousness of the compil- 
ing authority was often questioned. 


The actual receipts of Govt. for 1947 
totalled only 11 trillion while actual ex- 
penditure was about 41 trillion: the 
deficit therefore amounts to 30 trillion 
or an equivalent of over US$ 3 billion 
(calculated at the average foreign ex- 
change rates of Central Bank for 
Jan./Aug. and the so-called open 
market rate of China for Sept./Dec.). 


Proposals for Increase of Govt. 
Revenue. 


Special taxes: this very vague term 
may mean that Govt. intends to enforce 
a levy on capital in the country which 
is, however, an unlikely step as Nan- 
king has to rely on landlords, the 
wealthy merchant class and the acquisi- 
tive bureaucracy; or the imposition of 
various new forms of indirect taxation 
or increase of present indirect taxes. 


Then there are public auctions or 
other forms of disposal of ex-enemy 
properties: under disrupted economic 
conditions in China today little interest 
has been shown by Chinese or foreign 
capital to invest in real estate and fac- 
tories; it is generally thought prudent 
to wait until the political typhoon has 
exhausted its fury. 


The item of special contributions is 
also quite dubious: whatever it may 
mean or conceal the Nanking Govt. 
cannot afford to requisition funds from 
there where they are, viz. among its 
own close adherents and partisans. 


The financial muddling through will 
continue as before: by turning out ever 
more trillions of fiat money, disposing 
of foreign (mostly U.S.) contributed 
donations. appropriating as large as 
possible a share in China’s export pro- 
duce (proceeds of which, in foreign 
exchange, may help to some extent to 
finance Govt. nurchases abroad), besides 
the continual rate increase of taxes 
and duties. 


CHINA 


Internal Loans. 


It has proved almost impossible to 
float domestic loans; the Chinese people 
have, as a natural consequence of the 
failures of the regime at Nianking, lost 
all confidence in the Chinese money’ 
and whatever promises have been made 
from on high have usually caused only 
ridicule among those who possess or 
control wealth. '[he last effort to ob- 
tain money from the public was launch- 
ed in April 1947 when the so-called 
US$ Treasury Notes and Bonds were 
forced on unwilling and © successfully 
resisting banks, trust companies, insur- 
ance firms, etc. In our issue of May 
21 (page 24) the conditions and out- 
look for this peculiar loan “in US$” 
were published. Out of “US$” 300 
million treasury notes and “US$” 100 
million bonds less than 30 million and 
23 million respectively were subscrib- 
ed. Payments were, in many instances 
(e.g. Shanghai sharebrokers), practical- 
ly extorted; official organisations had 
to subscribe the majority of funds (in 
CN$ calculated at various exchange 
rates, official and so-called open market). 
What bond holders may receive at 
maturity is anybody’s guess. 


The failure of the forced sales of 
these 36th Year (1947) Treasury Notes 
and Bonds in “U.S. currency” has im- 
pressed Govt. sufficiently to suspend all 
plans with regard to flotation of any 
more loans. The official spokesman of 
Nanking, therefore, exclaimed recently 
that “under no circumstances will Govt. 
raise loans....as a means of offsetting 
budgetary deficits” 


The spokesman solemnly and with a 
straight face also mentioned that Govt. 
would never increase the note issue for 
that purpose. Of course, nobody be- 
lieves such a statement among the 400 
or more million Chinese (including the 
suckers). 


Inflation Barometer 


From the beginning of January 1947 
to the first half of January 1948 all 
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prices have risen by several thousand 
percent. Within only 12 months the 
quotations of gold and foreign exchange 
increased by about 3,000%. Stocks and 
shares, legally traded in Shanghai, 
went up within a-year between 7,000 
to 13,000 per centum. E.g.! Evo cotton 
shares (from 'CN$ 7,000 af the begin- 
ning of 1947 almost CN$ 600,000 
at the beginning of January 1948) by 
over 8,000%; Shanghai Docks (from 
CN$ 8,100 to 880,000) by 10 to 
11,000%; Wheelock shares (from CN$ 
21,200 to 1,760,000) by 8,000%. 


The bank note issue of Central Bank 
of China, a top secret in the country 
since it is regarded as the most im- 
portant economic weapon of Nanking, 
has been estimated at the beginning 
of 1947 at less than 2 trillion; inform-~ 
ed estimates in Shanghai place the cur- 
rent issue of the Chinese scrip at 
around 40 to 50 trillion, 


Reform of the Chinese Currency. 


Semi-official reports about the intro- 
duction of either a new currency (like 
the “Sun”’), or the pegging of CN$ 
to US$, the return to silver as a medium 
of exchange, or the stabilisation of 
CN$ on a gold basis have cropped up 
many times during last year. The re~ 
introduction of the silver standard was 
the most persistent rumour. Premier 
Chang Chun made twice official refer- 
ences to a currency reform, viz. on 
June 20 when he submitted to State 
Council his “New Economic Plan” he 
stated that a new currency would be 
introduced at the “proper” time; and 
on August 20 he reported to Executive 
Yuan that a new currency would be 
adopted at an “opportune” moment. 


The proper and opportune moment 
is still far off; either there will be 
peace in China and subsequently some 
sort of economic order restored, or the 
U.S. will donate a further amount: (in 
gold or UiS$) for the purpose of main- 
taining a foreign exchange rate of CN$ 
for a certain period. Of course, not 
even the U.S. can stabilise the Chin- 
ese currency as long as the way is on. 
All inspired tales about a currency re- 
form intend only to induce holders of 
CN$ to keep them for a few days 
longer than is ordinarily the case; how- 
ever, there remain very few even in 
jlliterate China who wor'd not regard 
such reports as eyewash. 


An “Economic War.” 


Military and secret police offensives 
against the “speculators”, ie. all those 
who do not keep their capital and earn- 
ings in CN$ but want to invest in less 
ephemeral values, have gained much 
momentum during December. Martial 
law continues in Shanghai and in many 
Chinese cities far off the track of war 
campaigns since the great day of vic- 
tory, and with this Damocles sword 
over their heads the speculating and 
hoarding population is either going to 
jail or pays up if apprehended. 


The economic war operations appear 
to outsiders as quite hideous and the 
victims find much sympathy abroad 
where it is not realised that the Chin- 
ese gestapo is not so unreasonable -as 
their Nazi brethren and _ instructors: 
“your money or your life” is the slogan 
of the Chinese secret service while the 
ineluctable Gestapo took both and sold 
the corpse for what is was chemically 
worth. 


Huge bribes and confiscations must 
have filled the treasuries of the vari- 
ous garnison forces, the secret police 
and the other happy martial and emer- 
gency law enforcers to the bursting 
point; most of these “earnings” are re- 
tained by stool-pidgeons, informers, 
policemen, a whole department and its 
chief while the State Treasury usually 
participates with a small percentage; 
nevertheless, in the aggregate they 
amount to quite a “‘special contribu 
tion” which the State budget can well 
digest, 


While many economic law offenders 
are detained at the discretion of an 
extralegal organisation (secret military 
or secret Kuomintang police) others are 
brought up before the military court 
of the garrison force in Shanghai and 
a few adorn the civil courts with their 
presence. But most hoarders etc. who 
have no adequate protection and con- 
nections prefer to pay so as to obviate 
further inconvenience. The extent of 
official chantage, intimidations, petty 
and elaborate rackets for roping in as- 
sorted victims, largely caused by the 
demoralisation and mass unemployment 
os people in Shanghai, beggars descrip- 

on. 


There are many merchants of good 
standing in Shanghai who believe that 
the authorities responsible for carry- 
ing out raids, arrests and confiscations, 
detaining persons in concentration 
camps and trying them before military 
courts may eventually be called to book 
as having perpetrated “economic 
crimes”; the analogy with the current 
fashion of trying war criminals is 
rather obvious. 


More Controls & Campaigns. 


The latest addition to the many or- 
gans busying themselves (for reasons 
best known to themselves and_ their 
families) is the “Finance & Currency 
Control Bureau (F.C.C.B.)” under the 
Ministry of Finance, with offices at 
present in Shanghai, Tientsin, Canton 
and Hankow. The F.C.C.B. co-operates 
with Central Bank of China, the mili- 
tary and Kuomintang secret police, the 
garrison force and the Municipal police. 
Together they have to control every 
aspect of financial activities especially 
in Shanghai, 


Their powers are all-embracing, viz. 
(1) Inspection of all books, records and 
worrespondence of official and private 
banks, financial and commercial firms, 


individuals; 
in private 
(without a 


(2) Conduction of searches 
residences and godowns 
warrant) where hoarded 
commodities ean be directly confiscated 
and owners arrested; (3) Supervision 
of the loan policy of banks and private 
companies; (4) Investigation into cur- 
rent accounts and fixed deposits (if 
any) held by residents of any national- 


ity with financial institutions; (5) 
Control of foreign (mostly overseas 
Chinese) and domestic remittances. 


In order to secure more foreign ex- 
change (partly used for. purchases 
abroad of arsenals, ammunition, fight- 
er and bomber planes, placatory grants 
to umstable partisans and other diver- 
sionary payments) the Govt. attempts, 
with improving success, to buy against 
its scrip the bestsellers of China export 
produce such as tung oil, bristles, soya 
beans, tea; the traders are certainiy 
ingenious to remain afloat but the Govt. 
has them now on the run. 


Only the nationwide and traditional 
erafting practices keep free enterprise 
alive and breathing; aecording to Govt. 
regulations it sheuld have. died out long 
ago. 


Ubiquitous Graft. 


Official corruption is wbiquitwous and 
has spread after the war into the Cus- 
toms service where recently even the 
highest officers were publicly accused 
of grafting and a number had to be 
dismissed and punished. Before the 
war the Customs were relatively the 
most reliable authority in China but 
that has radically changed since 1945. 
Even the staunchest supporters of the 
Nanking regime in America are ap- 
palled at the increasing numbers of bi 
graft cases. One of America’s leading 
economic publication, “Niation’s Busi- 
ness”, wrote last December: “Commun-~ 
ism has gained of late in China be. 
cauze of official corruption and knavery 
which the public has to endure. The 
Soongs and Kungs have profited froin 
previous loans to China and while the 
U.S. has a diplomatic stake in China 
and wants to help China get on its 
feet we should not keep pouring our 
help through sticky fingers’’. The 
American influential business publica- 
tion states that Chinese had bilked the 
U.S. of millions in connection with 
U.N.R.R.A. ship transfer and sales of 
U.S. army surplus. 


Information is rarely vouchsafed by 
Govt. to its subjects but propaganda 
is dished out, usually very crudely, to 
a skeptical public ‘in the cities who 
have grown accustomed to the ovtpour- 
ings of Goebbels and his disciples. 
Chinese war communiques—as _inter- 
nationally practised with more or less 
latitude—are what they are; but it is 
the difficulty of extracting truthful in- 
formation on economic affairs which 
has caused among the Shanghai busi- 
ness community so much resentment 
and ridicule. 
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HONGKONG’S ECONOMIC COOPERATION 
WITH NANKING 


(1) EXPORT CONTROL OF 8 CHINESE COMMODITIES 


As from the beginning of 1948 a further 
measure of economic cooperation on _ tie 
part of Hongkong Govt with the Nanking 
Govt has come into force: re-exports of 
wolfram, antimony and tin; tung and 
rapeseed oil; tea; bristles; cotton yarn 
from Hongkong, if these commodities or- 
iginated in China, are now only permitted 
if exporters produce a Certificate of Origin 
from the Chinese authorities. Such cer- 
tificates are only issued in China if the ex- 
porters there surrender their export bills 
to Central Bank of China (through its ap- 
pointed banks). 


By this couperative measure Hongkong 
Govt actively supports the foreign exchange 
policy of Nanking which aims at the foil 
acquisition of export bills, Many Chinese 
exporters shipped and continue to ship the:r 
goods out of China without however, com- 
plying with the exchange regulations of 
their Govt; they either pay a certain per- 
‘centage of the value of ‘their export produce 
to -a Chinese authority whereupon the 
goods are cleared at the Customs stations 9r 
they manage by other more or less officiai- 
ly and militarily sponsored ways and 
means to ship their cargo abroad. 


The Nanking negotiators, reinforced b, 
European experts, eventually last year con- 
vinced Hongkong Govt of the urgency of 
their proposals pointing out the extreme 
‘scarcity of exchange receipts and_ the 
dwindling of former resources. They ad- 
mitted that the Chinese Govt was not able 
to enforce many of its paper regulations 
and that only foreign cooperation could 
achieve what their own army, navy, police 
and Customs guards were either unable or 
unwilling to do. Formidable lists of ever 
changiny and increasing suggestions were 
produced with great persistence and some 
persuasion although at times an un- 
dertone was distinctly heard which smack- 
ed of a well-known tactic. 


China’s Artificial Exchange Rate. 


\ 

The crux of the whole matter is the 
artificial exchange rate which Central Bark 
of China continues to quote under the mis- 
leading name of “open market rare”. Of- 
ficially it is announced by the Foreign Ex- 
change Equalisation Fund Committee but 
it is tuily controlled by Central Bank. The 
rate has at times been only 56% of the un- 
oficial! or black market rate but on the 


average it is about 60 to 75% of the un-. 


official rate. Under such conditions ex- 
porters refuse to sell their bills to Central 
Bank as they would lose their substance if 
they were to buy produce against CN$ 
calculated by the native sellers at ap- 
proximate world market levels -while Cen- 
tral Bank requires them to sell their ex: 
port bills at a heavy discount (i.e. the dif- 
ference between the artificial open market 
and the actual unofficia] rate). 


It is a@ unanimous demand by the mer- 
chant community in China that 


Narkinz. 


Govt abolish the very harmful system of 
artificial! exchange rates and, while main- 
taining its exchange regulations, pay every 
exporter the proper market value for his 
bills thus securing the livelihood of the 
producers, processers and the trade gener- 
sally, The current technique of depriving ot 
attempting to deprive the people at iarge 
of the fair return for their labour has 
caused popular dissatisfaction with the re- 
gime which is out of proportion with th> 
financial gains netted by Nanking. 


Unappreciated Cooperation. 


Hongkong Govt has been censured by 
mainly the Chinese business community in 
the Colony for its cooperation and there is 
no appreciation whatsoever on the part of 
the traders in Canton of Hongkong's co- 
operation in this respect. It was an ua- 
popular move to help Chinese Govt to ob- 
tain all exchange proceeds of the 
specified commodities, 


Many merchants feel that the Hongkon;,- 
Nanking agreement resembles a conspiracy 
against their interests and are convinced 
that this scheme of cooperation will even- 
tually end in failure because of the iniqu:- 
tous procedures adopted in Canton *when 
dealing with exporters, and because oi 
circumvention of Hongkong by shippitiz 
China produce via Macao and by other 
means, As long as graft in China is so 
predominant and smuggling remains thy 
principal source of revenue for leading 
groups in the country, and furthermore 
favoritism and inefficiency are scemingiv 
ineradicable, it is not possible to implement 
regulations particularly those which are 2x- 
tremely unpoptlar. 


Criticism of Nanking. 


The Govt at Nanking has to rely very 
largely on the merchant class for support 
but the increasing difficulties of the treasury 
drive Govt towards a positive alienation 
of the sympathies of this very importa: 
group in China, But Govt cannot afford to 
rule against the will of the merchant clas- 
who feel that their interests are not at all 
any longer served. The logical consequeiice 
of this situation if it is not quickly amend- 
ed so as to win back the support ‘of the 
traders and producers in the country car 
only be active or passive resistance. 


If the radical state planners in Nankiig 
had their way, as they now appear to en- 
joy, Govt would take over exports’as a 
monopoly through its various agencies (such 
as Centraf Trust, Natural Resources Com- 
mission, China Vegetable Oil Corp. ctc.), 
eliminating the foreign traders once and 
for all. However, the regime is not strong 
enough, challenged as it is from within 
and without, having a. civil war at its 
hands and almost near its head. Nolens 
volens, the stubborn exporters cannot yet 
be got rid of; but by other means, such 
as the effective requirement to surrender 
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export bills at the artificial open market 
tate, the lion share in China’s exports car 
be taken over. 


THE OPERATION OF EXPORT 
CONTROL. 


_ In Canton is established a branch of the 
China Export Import Board which has an 
Export section in charge of arranging with 
exporters the procedure of exchange sur- 
vender, Upon the sule of the full value or 
only a part of the export bills to the ap- 
pointed banks in Canton a Certificate ef 
Origin is issued which later is presented io 
Hongkong Govt when re-exporting from 


here to foreign countries. in view of the 
great difference in the official and unoft- 
ficial] exchange rates it is obvious that ex- 
porters cannot coniinue in business if the 
Export section in Canton insists on a 100% 


surrender, Unlike the late President 
Roosevelt the Canton suthority is tot 30 
ainconditional and offers many terms ail- 


though not to all exporters or their agents. 
It depends on the skill and connections of 
the agents (provided that exporters have 
hot superior relations) to obtain favourable 
terms so that exporters can remain in busi- 
ness, 


The native produce market quotes rates 
which are influenced by world market 
prices, by the advancing degree of monetary 
inflation, the general rise in living costs 
and the actual quotations of foreign ex- 
change. Only in case of the exercise great 
oficial pressure and under duress will na- 
tive dealers - part with their goods at a 
loss. If they or the exporters are to sefl 
their exchange at the official rate they 
would all go bankrupt within a short time. 
Therefore a compromise has been adopt- 
ed with regard to tung oil, rapeseed oil 
tea and bristles while the minerals (wol- 
fram, tin, antimony) are under strict con- 
trol of the national monopoly (National 
Resources Commission) and may not be 
shipped abroad except by the monopoly. 


Tung Oil Exports. 


The procedure is as follows: (1) fie 
Export section of the Board agrees to re- 
quest only a certain percentage—between 40 
to 60%—of the export bills, (2) or to be 
satishied with the full payment of a certain 
amount in foreign exchange paid by the 
exporter which usually is about 25%. For 
instance in the case of tung oil exports: At 
the beginning of last week tung oil ex- 
porters purchased in the Canton produce 
market one picul at about HK$ 108 or (its 
equivalent at the unofficial rate) CN$ 2.9 
million; they have to pay HX§ 1 for trans- 
port charges to Hongkong, $ 2 for leakage, 
insurance and surveying; and in addition 
they either direcily or through the services 
of a transportation firm settled the ex- 
change problem by paying HK$ 2s in lieu 
of the surrender of their full export bills. 
Thus, when the oil arrives in Hongkong, 
together with a duly issued Certificate of 
Origin, it cost the exporter $ 136 to 13% 
per picul, and since the local market price 
is slightly over $ 140 a very small profit 
can still be made, 
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The most important question to solve in 
Canton is, however, to find the well-con- 
nected transportation firm; it is these or- 
ganisations who, under the modest style 
of a forwarding company or the like, have 
become indispensable for the commercial 
community of all China. These organisa- 
tions, often including prominent military 
and governmental figures, have mushroom- 
ed in China in the same proportion as have 
regulations and_ restrictions. 


Another example in the tung oil trad» 
of Canton: (as at the beginning of last 
week): the exporter of a picul costing 
CN$ 2.9 million is required only to sell to 
an appointed bank 50% of his export bill 
amounting to HK$ 108; he obtains, how- 
ever, in Hongkong $ 140 thus making st Ul 
a good profit (viz. $ 10 per picul after 
deducting freight, insurance, leakage etc.). 
{hese methods are not strictly legal but 
are the only means to allow traders to 
carry on and as long as the difference 
between the official and unofficial exchange 
rates in China is not too great business—~ 
at reduced profits—can manage. 


Rapeseed Oil Exports. 


Rapeseed oil exports were last year en: 
bargoed by the Chinese Govt as was the 
case also with other edible oils, Neverthe- 
less, very large quantities of this oil were 
shipped from here abroad exceeding in 
value tung oil business during the second 
half of 1947. However, a short while ago 
the embargo has been partially lifted so as 
to provide certain exporters in Canton 
with Certificates of Origin, Fhe Export 
Import Board, aiter having been duly 
petitioned, granted an initial export quota 
of tkis oil amounting to, 4,500 tons pér 
quarter, In addition Nanking has permitted 
the export of 3,000 tons of rapeseed vi! 
in accordance with the requirements of the 
International Emergency Food Council, 
Washington, 


Oil is bought in Canton at oniv HK$ 76 
while the local price is around $ 126 per 
picul; however, the transportation and in- 
cidental expenses for this oil are as high 
as $ 45. per picul. Demand abroad is keen 
(prices offered £ 135 to £ 145 per ton, fob 
Hongkong) especially from European c1s- 
tomers. 


Stocks in Hongkong. 


Current stocks which do not require to 
produce Certificates of Origin when being 
loaded for abroad—provided that they were 
registered here—are estimated at over 3,000 
tons of tung oil and over 1,000 tons of 
rapeseed oil. 


The Loophole of Macao. 


Those exporters who are not satisfied 
with the terms offered in Canton as they 
feel that their profits are too badly clipped 
and others who do not find benevolent treat- 
ment in Canton o1, as, in the case of 
minerals, cannot secure a Certificate of 
Origin at ai!’ are going to Macao.’ Hons- 
kong is certain to lose considerable busi- 
ness, 


TRADE STIFLING CONTROL MEASURES 
IN CHINA 


The following article is an extract 
of a report written by His Majesty’s 


Counsellor (Commercial), Shanghai, 
for the British Board of Trade Journal. 
* * * * 


The main features of the economic 
situation in China during the past year 
have been the spread and _initensifica- 
tion of civil warfare, increasing in- 
ternal disorganization, and ever mount- 
ing inflation. Externally, the adverse 
balance of trade has grown to alarm- 
ing proportions. The gap between im- 


There are no such cooperative regulations 
in existence in the Portuguese Colony nor 
is it likely that such will be instituted; 
after all while British experts are in the 
service of the Chinese Goyt, Portuguese 
specialists have not vet received calls to 
advise Nanking. 

Already tung oil, tin and other produce 
have been loaded, with great promptness 
on the part of the previously alerted mer- 
chants, on large ocean ships bound for the 
U.S, which, as usual, have to anchor about 
ten miles outside Macao’s picturesque but 
silted up harbour. More cargo from_ 
Kwangtung will be diverted to Macao in 
the near future. It will take, of course, 
some time to organise the movement of the 
specified commodities to Macao. 


Wolfram Ore Exports. 


wol- 
very 


For several months past Chinese 
fram imports into Hongkong were 
small but Korean wolfram ore had kept 
coming here in large quantities and most 
stocks now in ‘local godowns—over 100 tons 
—have originated in Korea. The impres- 
sion has been created here as if Chinese 
wolfram exports were recently tightly seal- 
ed off by the National Resources Commis- 


sion and local trade figures support it. 
The trade, however, knows better, Mer- 
chants state that the local Soviet trade 


agency has been buying wolfram ore’ at 
prices which were higher than the ordinary 
exporters offered. Shipments from Kwang- 
tung to the USSR were effected by a rather 
original method: the sellers of the ore 
stored it up near the mining area or the 
coast and when a _ designated ocean 
freighter arrived not far off the coast a 
numbet of junks took off from their an- 
choring places (near or at the shore) and 
unloaded their cargo of wolfram ore on- 
to the freighter. 

Price position: New York is not willing 
to pay more than US$ 20 per unit, which 
includes the 100% U.S. import duty, which 
price works out at HK$ 6,500 per ton of 
ore, cif New ,York, Since the local market 
price has been recently as high as $ 420 
per picul,'a ton of wolfram ore shipped 
from here to U.S. would cost about $ 7,006 
to which must be added $ 450 freight and 
insurance, Last week’s price was down it 
$350 per picul; ex godown. 


(To be Continued) 


ports and exports has recently been 
slightly narrowed principally through 
a curtailment of imports and a tem- 
porary subsidization of exports, but a 
wide gap still remains and the various 
measures of the Government to bridge 
the gap have set the pattern of for- 
eign trade throughout the period under 
review. 


Situation in 1946. 


Throughout practically the whole of 
1946, regardless of price levels, imports 
continued to flow into the country in 
an uninterrupted stream. On the other 
hand, the rising costs of living (accom- 
panied, as they naturally were, with 
the increased labour charges), insuffi- 
ciency of shipping and lack of trans- 
portation (with the railways constant- 
ly under attack by anti-government 
forces), had the effect of putting prices 
of native produce out of line with 
price levels ruling in foreign markets. 
The result was that exports never gain- 
ed any momentum and represented the 


merest trickle compared with the 
eataract of imports. 

Cost of Living. 

The background of wage levels 


against which China’s trade has to be 


reviewed is shown by the following 
tables :— 
Cost of Minimum Open 
Living Monthly Market 
Period Index Wage Value of 
(Chinese (Un- US$ wm 
Labour) skilled) CNC$ 
1986 .. 100 15. 3.36 
1941 . 826 120 (18-40, 
say)—33.00 
1945 . 44,142 7,500 994 
1946—Jan. 106,245 20,000 1.504 
June 404,065 120,000 2.630 
Dec. 647,032 214,000 5,502 
1947—Jan. 794,555 265,000 6,671 
May 2,350,000 800,000 30,000 
June 2,530,000 860,200 50,000 
July 2,870,000 975,800 42,000 
Aug. 3,100,000 1,054,000 42,000 


These figures show that in relation 
to the Umited States dollar the cost 
of living index rose 2.48 times, while 
minimum wage raites have increased 5.6 
times. These figures relate to Shang- 
thai only, but similar rises have taken 
place in the other major ports and 
cities in China. Obviously in the large 
trading centres, real wages and, with 
them, livi standards have. improved. 
But following many years of foreicn 
and. civil’ war, there has certainly been 


no increase in the country’s total 
wealth. 
Reports from the interior suggest 


that living standards there* have seri- 
@isly deteriorated. Inflation and the 
high cost of transport amd the exec:- 
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“Sive handling charges of China’s pro- 
duce, which have temporarily benefited 
workers in the cities, are, at the same 


time, causing further impoverishment 
of rural communities. 
Imports in 1946. 

The amount of cotton imported 


(nearly 40% of total) was nearly seven 
‘times the amount imported in 1936 and 
the cost, including some yarn, was 
nearly £36 millions more than ten 
years previously. Significant compara- 
tive figures are:— 


Commodity 1946 1936 
£ £ 
Raw cotton (in- 
cluding some 
yarn) 37,200,000 2,300,000 
(281,371 (40,690 
met. tons) met. tons) 
-Piece-goods 5,000,000 700,000 
Oils, fats, etc. .. 28,800,000 6,100,000 
Paper, books 8,300,000 ‘3,300,000 
Chemicals and 
pharmaceuticals 8,900,000 3,000,000 
~ Wool & woollen 
mfrs. 6,100,000 2,700,000 
94,300,000 18,100,000 


Uxports in 1946. 


The following figures covering some 
of China’s principal exports illustrate 
the decline in the export trade com- 
pared with 1936:— 


1946 1936 
metrictons metric tons 

Wood oil 35,263 86,738 
Bristles 4,759 5,264 
Raw silk 853 3,794 
Tea -. 16,899 37,284 
Tin ingots & slabs 1,559 11,260 
Wolfram ore 4,933 7,049 


‘Trade Jan.-June, 1947. 


Imports during the first six months of 
the current year have averaged £10,- 
400,000 a month against a monthly 
average of £13,000,000 in 1946, while 
‘exports have averaged +£4,800,000 per 
month compared with +£3,100,000 last 
year. The import surplus for the six 
months of the current year was £33.7 
millions as compared with the surplus 
of £118.4 millions for the whole of 
1946. 


This may not be regarded as a great 
jmprovement, but it is a movement in 
‘the desired direction and an accentua- 
tion in this trend, particularly through 
a further curtailment of imports. can 
be anticipated as a result of the further 
foreign exchange and trade measures 
which the Government was compelled 
to introduce in August of this year. 
Real recovery, however, through an ex- 
pansion of exports, would appear to 
depend, apart from a return to normal 
politica) and transportation conditions 
in the interior, upon a readjustment of 
the pnices of Chinese produce in re- 
tation to world market levels, 


Great Britain’s Trade with China. 


In 1936, nearly 40 per cent in sterling 
value of the imports from Great Britain 
were represented by mineral oils and 
fats, the bulk of these imports coming 
early in the year. This trade has 
dwindled to very minor proportions, but 
during the first four months of the cur- 
rent year the value of imports of wool 
and woollen manufactures, machinery 
and tools, and dyes, pigments and paints 
from Great Britain. were all in excess 
of the total imports of, these. commo- 
dities last year, which seems to suggest 
that British suppliers are now getting 
into their stride and making up for a 
necessarily slow start. 


Total imports from Great Britain for 
the first six months of 1947 are valued 
at £5,100,000, or over 8.1 per cent of 
China’s total] trade, as against £7,800,- 
000 for the whole of the past year. 
Obviously, on thig record, imports for 
the current year might be well over 
those of 1946 and may possibly equal 
that percentage of the trade done in 
1936 (11.7 per cent). Consequently 
the outlook for Great Britain’s exports 
to China in the future may be said tu 
depend first on the application of the 
new trade regulations not having too 
severe an effect upon China’s import 
trade as a whole; second, on China’s 
export trade as a whole and to the 
United Kingdom in particular, showing 
a steep rise in volume. 


Nanking Government Trade 
Measures 


The Chinese Government promulgated 
in November 1946 the Revised Tem- 
porary Foreign Trade Regulations, 
superseding more limited foreign ex- 
change and import restrictions intro- 
duced earlier. Under these regulations 
all imports, othe, than those placed on 
a prohibited or suspended list, were 
subjected to a licensing system and cer- 
tuin categories to quotas as well. Ali 
importers had to register and in the 
case of imports of capital goods com- 


pleted contracts Kad to be produced 
before licences were granted. 
No serious complaint was raised 


against the principle underlying these 
regulations, which followed the pattern 
of war-time and post-war regulations in 
many other countries, but unfortunately 
the methods adopted for putting the 
restrictions into effect were much more 
open to criticism. As already stated, 
all importers had to register, but many 
of those dealing in quota goods experi- 
enced great difficulty in registering. 
The criterion adopted for onalification 
as an importer of these lines was the 
value of business transacted during 1946. 
This seriously handicapped many old- 
established firms, who through difficulty 
in reorganizing theiy offices after the 
war or in obtaining supplies from their 
former overseas connections, especially 
in the United Kingdom, did very little 
business in that year. 
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On the other hand, many small specu- 
lative enterprises, which had entered the 
market for the purpose of taking advan- 
tage of the almost unlimited demand 
for all types of goods, were able to 
quality. Many of these concerns obtained 
goods at high prices from irregular and 
inexperienced suppliers with the result 
that foreign exchange was dissipated. 
Such firms cannot be regarded ag satis- 
factory permanent channels of trade: 
it seems doubtful, in fact, if they can 
continue to fill the quotas they have 
recewed and some are ready to sell their 
quotas to other importers. 


Meanwhile, many an old-established 
firm which wag later in a position to 


resume its pre-war volume of trade 
found itself awarded an _ infinitesimal 
quota, representing a negligible propor- 


tion of the trade it is capable and qualifi- 
ed to conduct,, The Chinese authorities 
are, however, fully alive to this unsatis- 
factory situation and it is hoped that 
in the course of time they will smooth 
out the anomalies. 


Another difficulty that arose in con- 
nection with the working of the import 
restrictions was the insistence. of the 
authorities upon only granting licences 
when proof had been furnished that 
importers had contracted to sell to con- 
sumers. Tis ruling had the laudable 
object of preventing hoarding and 
speculation, but it also militated against 


- those firms who normally carry stocks 


for the benefit of the trading commune 
ty. 


With similar objects in view the 
authorities have in some cases insisted 
that these contracts shall be endorsed 
by trade associutions: this demand has 
created difficulties and is objected to by 
most Chinese and foreign importers. 


During the period immediately follow- 
ing the enforcement of these regulations 
it was generally admitted that they were 
achieving that part of their purpose 
which was concerned with curtailing 
imports. On the other hand the position 
as regards exports showed little im- 
provement and the unfavourable trade 
balance was not reduced to anything 
like the extent hoped for. In a further 
attempt to provide some remedy a 
scheme was outlined in Februay which 
in effect offered 100 per cent subsidy in 
the form of an exchange bonus to ex- 
porters, while imposing a further 50 per 
cent surcharge on imports to meet the 
export subsidy. This experiment was 
short-lived and was superseded by «a 
seen in the official exchange rate 
from C.N.$3,350 to the United States 
doilar to 12,000. A rate of C.N.$47,960/ 
48,360 wus first fixed for the £, but 
after a short period the Central Bank’s 
cover vate for buying sterling was lower- 
ed to $40,000 and the selling rate fixed 
at $48,000, banks being authorized to 
marry import and export transactions 
within the limit of the two sterling rates. 
Thus an effective United States dollar- 
sterling cross-rate was established in the 
neighbourheod of $3.40. 
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CIVIL WAR PROGRESS 


IN CHINA 


Canton as the Kuomintang’s Base for Rebuilding 
China with American Aid. 


The Chinese civil war, though not 
without bloodshed, is a strangely shape- 
less, non-committal and _ inconclusive 
affair. This does not mean, however, 


The immediate effect of this revision 
of the exchange rates was to give a 
brief stimulus to exports. The domestic 
murket for export commodities, however, 
soon rose in sympathy with the result 
that in terms of foreign exchange they 
were back to where they were and ex- 
ports accordingly began to fall off again. 


This situation enabled import trade to 
be done on a very profitable basis, since 
foreign exchange was sold at official 
rates to importers, who were able to 
pass on the goods to consumers at prices 
corresponding to the black market rates. 
Even when the importer had to provide 
his own exchange, market conditions 
were such that fair profits could be 
made. Meanwhile, all exporters had to 
surrender the foreign exchange proceeds 
of their exports at official rates while 
being obliged to buy from dealers at 
Labs corresponding to black market 
rates, 


In such a situation, of course, exports 
rapidly declined, except in so far as they 
came to be concentrated in the hands 
of Government agencies to whom in cer- 

- tain lines the Government granted con- 
cealed subsidies. Smuggling of exports 
past the Government exchange control 
was also stimulated. 


A further effect of this situation was 
to drive remittances from overseas, 
which have always formed--a very im- 
portant part of China’s balance of pay- 
ments, into the black market, -thus 
further lessening the volume of foreign 
exchange at the Government’s disposal. 


Exchange and Trade Regulations 


Such a highly unsatisfactory situation 
clearly required drastic action and about 
the middle of August the Government 
promulgated a new set of foreign ex- 
change and foreign trade regulations. 


The main effect of the former is to 
establish a new cover rate, which is 
fixed from day to day by a Foreign 
Exchange Equalization Fund Committee, 
constituted for the purpose of co- 
ordinating the gupply of, and demand 
for, foreign exchange. 


At the outset the buying rates were 
fixed at C.N.$39,000 to the United States 
dollar and C.N.$124,800 to the pound. 
In spite of these- measures. a black mar- 
ket has continued. 


The new trade regulations do not 
materially differ from those previously 
in. force upon which comment has 
already been made, 


that China is not suffering grave de- 
vastation or that there is no risk of 


the struggle leading to international 
complications. The issue of aid for 
China is, in contemporary American 


politics, complementary with—and can 
also be competitive with—that of aid 
for Europe, while from the Communist 
side it is clear that the effort to ob- 
struct such aid will be as determined 
in Asia as in Europe. 


The Government troops, in spite of 
their superior numbers and equipment, 
have so far had little success in their 
campaigns of “mopping up” a highly 
mobile enemy, well-co-ordinated by a 
central directing authority, but dispers- 
ed over an area several times the size 
of the British Isles. On the other hand, 
the Communists lack strength for pitch- 
ed battles and—again with the excep- 
tion of North Manchuria—have not been 
able to capture any large city or ww 
hold any important position against 
really determined Government attack. 
The resuit of warfare on these terms 
is a lack of clear-cut military decision 
on a national scale, though it would 
be misleading to speak of a stalemate 
because the situation is too fluid and 
the “fronts” are continually changing. 


It is doubtful whether a mere in- 
crease of armaments on either side 
would have a decisive effect. Both 
have enough small arms for such fight- 
ing as they indulge in. The Govern- 
ment has the advantage in heavier 
weapons whenever the Communists give 
battle under conditions which allow 
scope to them. But for the pursuits 
in the countryside the Nanking troops 
can make little use of heavy arma- 
ments, even when they are competent 
to maintain and operate them. The 
Communist bands sleep in villages by 
day and march by night, giving few 
targets to superior air power. In this 
kind of warfare, bombers and tanks do 
not yield results comparable to the 
cost of their maintenance and supply 
services. For the Communists the pro- 
vision of a quantity of heavy equip- 
ment and munitions, with suitable 
training of formations to use them, 
would mean a greater addition of fight- 
ing power, and in Nanking it is fear- 
ed that such a striking force is indeed 
being prepared with Russian assistance 
in North Manchuria. But the Commun- 
ists would be giving hostages to for- 
tune if they turned over in any con- 
siderable degree from guerilla to posi- 
tional warfare, nor would it be easy 
for the existing Communist military 
leadership, which has for so long been 
schooled in guerilla tactics. From a 
Russian point of view large-scale 
material aid to the Communists would 
destroy the semblance of non-interven- 
tion which the Russians haye been able 
to keep up since their evacuation of 
Manchuria, and would provoke a re- 
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newal of American arms supplies to 
Nanking on a much more formidable 
seale than hitherto. 


cs * * > 


The question is not, however. merely 
—or perhaps even mainly—a military 
one. The Chinese Communists un- 
doubtedly have a strong popular fol- 
lowing, and in North China they have 
a record of local political power and 
administration independent of any Rus- 
sian support. In Manchuria the situa- 
tion is rather different, for there the 
Communists were not only helped into. 
power by the friendly Russian occupa- 
tion, but continue to stand in a special 
relation to the Russian authorities in 
Port Arthur and Dairen and in the 
management of the Manchurian trunk 
railways. But, in general, the Chinese 
Communists are not so obviously tied 
to the Soviet Union as their brothers 
in the Eastern European countries of 
the Russian bloc, and it has been pos- 
sible for them to a certain extent to 
steal the old Wwationalist, anti-imperial- 
ist thunder of the Kuomintang. 


The Chinese man in the street has 
long been told, and is only too ready 
to believe, that all the troubles of his 
country are due to foreigners, and the 
sentiment engendered by this belief 
tends to be concentrated against the 
most conspicuous foreign. nationality. 
Britain held this undesirable eminence 
only twenty years ago; after that, i 
was the Japanese, and since their un- 
lamented exodus, the Americans have 
been in danger of qualifying—at any 
rate south of the Great Wall. A Chin- 
ese, when asked in 1945 whether Bri- 
tish oy, American troops were the more 
nopular im China, replied: “The Bri- 
tish—there aren’t any.” 


Certainly, it was impossible not to 
notice the presence of the Americans 
or the luxurious accessories of their 
military establishment, which evoked 
the resentful envy of the Chinese arm- 
ed forces, and the well-meant Ameri- 
can efforts to make the Chinese more 
efficient only aggravated the ill-feeling. 


Most of the wartime and immediate 
poztwar American immigrants have 
now gone home, but the charges of 
American imperialism and of Chiang 
Kai-shek’s subservience to it are still 
good propaganda cards in the hands: 
of the Chinese Communists. In a re- 
cent broadeast on the Shantung cam- 
paign the Communists explained that: 
the Nanking Government’s aim was to: 
take the province and “sell it to the 
U.S. imperialists as a base for aggres-. 
sion against China.” 


The reproaches against Chiang Kai- 
shek for his alleged “selling” of China, 
to “U.S. Imperialism” make it' poli- 
tically very difficult for him to accept 
American aid with any strings attach-. 
ed. On the other hand, without numer- 
ous and plainly visible strings, it will 
be difficult for the-Almerican Govern- 
ment, however convinced it may be of 
the need for halstering up the Chinese 
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Government, to justify to Congress 
large expenditure for China. It is 
above all the corruption _and the mal- 
administration of funds which make it 
so difficult to ensure that any assist- 
ance to China achieves the ends for 
which it is intended, and there will 
inevitably be a strong American de- 
mand for strict supervision of the use 
of further money and supplies which 
may be provided. But how can there 
be such supervision without infringing 
China’s jealously preserved sovereignty 
and exposing the Kuomintang leaders 
to the one accusation that is most dan- 
gerous to them—that of being the “run- 
ning dogs” of a foreign Power? 


That it will not be easy to solve 
this dilemma is indicated by the recent 
obstinacy of the Nanking Government 
on the question of foreign shipping on 
the Yangtse. The privilege of naviga- 
tion on Chinese inland waters former- 
ly enjoyed by the “Treaty Powers” was 
indeed an abnormality in international 
commercial relations, and it can well 
be understood that the Chinese have 
wished to abolish it along with extra- 
territoriality and other marks of an in- 
ferior status among nations. But for 
the time being China has not sufficient 
shipping to handle the Yangtse traffic, 
and the exclusion of foreign shipping 
since the end of the war with Japan 
has meant that goods which might re- 
lieve both world shortages and China’s 
desperate needs for foreign exchange 
either cannot be transported at all, or 
are ‘too costly by the time they reach 
Shanghai to be exported at commercial 
prices. Yet China would rather forgo 
the advantage to itself in a time of 
acute economic distress than make a 
temporary retrocession of “recovered” 
national rights. It is this spirit which 
makes it so peculiarly difficult for the 
Americans or anyone else to join in a 
“Marshall Plan” for China. 


= * * . 


Meanwhile the currency inflation con- 
tinues. The civil war aggravates the 
inflation in two ways: first, by the 
burden of military expenditure, which 
can only be financed bv pririting notes, 
and, secondly, by the disruption of in- 
ternal communications and trade. which 
produces acute shortages of all kinds 
of raw materials and commodities, whe- 
ther for the home market or for ex- 
port. Regionally, tthe general econo- 
mic effect of the civil war has been 
to depress North China and Manchuria, 
the zones of actua] warfare. while 
China south of the Yangtse has re- 
mained more or less unaffected. The 
Communists have been able to prevent 
the revival of industry in Government- 
controlled areas in the North and 
North-east by cutting off supplies of 
coal and electric power and by block 
ing the movement of raw materials. 
but as long as the Government holds 
key points from Changchun southward, 
the Communists cannot do much them- 
selves to organise the resources of the 
territory they control. If the Commun- 
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AVIATION 


REPORTS 


THE DEVELOPMENT OF BRITISH 
CIVIL AVIATION 


B.O.A.C. Air Routes 


in the Far HKast— 


Connections with Japan—History and Current 
Expansion of British Air Services. 


The opening of the first British civil 
air service te Japan (scheduled to begin 
in mid January) is the outstanding 
development since the end of the War 
in Far Eastern air transport affairs. 
This service is an extension of the 
B.O.A.C. Dragon route between England 
and Hong Kong, which has been in re- 
gular operation since August 1946. 


Flying boat supporters can point with 
pride to the “Plymouth” Class flying 
boats operated along the Dragon route 
and find in them and the type of ser- 
vice they provide powerful weapons to 
aid their case. The ‘Plymouths” pro- 
vide comfortable and roomy accommoda- 
tion for 22 passengers by day or 16 fully 
berthed by night, with a further six in 
reclining chairs. They have a_ pro- 
menade deck which is a very popular 
feature with passengers and they also 
have facilities which enable full course 
hot meals to be served during flight. 


ists could drive the Government troops 
out of Manchuria altogether, they 
would be able to set up there a state 
with a viable economy, but Chiang Kai- 
shek hag given first priority in his 
strategy to holding on to his advanced 
positions in Manchuria, contrary to 
advice given him from some quarters 
to cut his losses in Manchuria and con- 
centrate his forces on North China. 
Chiang evidently believes that, if he 
cannot at present knock out the Com- 
munists, the next best course is to deny 
them territory adequate for a ‘uli 
separate state organisation—which 
would be the equivalent of a partition 
of China. 


Chiang’s base remains in the South, 
as it was twenty years ago, and he 
has recently taken steps to strengthen 
his position in Canton by removing 
from all positions of authority the 
“over-mighty subject’? General Chang 
Fa-kwei, who is consoled with the 
empty honour of membership of the 
Strategic Advisory Committee. It may 
be that, if China is to be rebuilt with 
American aid, if will have to be done 
by groups of provinces, starting from 
Canton. It ts only a prosperous South 
China that can in the long run give 
the Kuomintang the power and poli- 
tical attraction which would enable it 
to emerge victorious in its struggle to 
re-unify China. 


(CONDENSED FROM 
“THE HCONOMIST,’ LONDON). 


From England to Hongkong and 
Japan 


Aircraft leave Poole, the U.K. traffic 
terminal for B.O.A.C. flying boats, twice 
weekly for Hong Kong. The route is 
via Avgusta (in Sicily), Cairo, Bahrein 
(Persian Gulf), Karachi, Calcutta, Ran- 
goon and Bangkok. The schedule is a 
leisurely one with nightstops at 
Augusta, Cairo, Karachi, Caleutta and 
Bangkok. Passengers are thus able to 
indulge in a little sight-seeing along the 
route and arrive at Hong Kong in just 
under five days after leaving England. 
The final link from Hong Kong to Japan 
is to be operated once weekly only at 
present, and takes a further flying time 
of about 10 hours, enabling Japan to 
be reached in approximately 6 days from 
England. The eastern termina] is the 
B.0.A.C. flying boat base at: Iwakuni, 
which is roughly 420 miles West of 
Tokyo. 


History of British Aviation in the 
Far East. 


The forging of the final link in the 
chain of air communications which now 
connects Japan with the United King- 
dom is part of a story which really 
opened on August 25, 1919. On that 
date the history of British: civil air 
operations began with the inauguration. 
of the first regular daily passenger air 
service in the world The service was 
between London and Paris and the 
operating company was Aircraft Trans- 
port & Travel Lid., which became one of 
the constituent companies of Imperial 
Airways, when the latter was formed 
in 1924. On April 1, 1940, Imperial 
Airways was merged (with British Air- 
ways) into the British Overseas Airways 
Corporation. Consequently, B.O.A.C., 
operating over a global network of air 
routes, can trace its aneestry back in a 
direct line of descent from the inaugura- 
tion of that first service nearly. 30 years 
ago. The Corporation not only inherits 
this great tradition but has in its ser- 
vice today many of the men who pioneer- 
ed the world-wide British air routes, 
and who have spent their entire working 
lives in air transport. 


Imperial Airways’ main task in the 
15 years before the last war was the 
opening and building up of the main 
trunk routes to South Africa, India, 
Australia and the Far Elst. By the 
time war broke out, it had established, 
in association with Qantas Empire Air- 
ways of Australia, the longest air route 


32 


FAR EASTERN ECONOMIC REVIEW 


January 14. 


in the world, linking Southampton with 
Sydney. After leaving Europe, this 
13,000 mile service passed through 
Cairo, Palestine and Iraq, then along 
the Persian Gulf’ to India. Beyond In- 
dia, it linked the territories of Burma, 
Siam, Malay States and the Dutch East 
Indies on its way to Australia. T'ae 
services along this route were operated 
with the famous “Empire” (Short “C” 
Class) flying boats. 


First Air Connection with 
Hongkong. 


At Bangkok a spur operated with 
landplanes branched out from the trunk 
route and ran northeastwards to Hong 
Kong. Consideration was first given 
iby the Air Ministry in 1934 to the estab- 
lishment of a route linking the colony of 
Hong Kong with the main England— 
Australia trunk route. In October of 
the following year, Imperial Airways 
made experimental flights from Penang 
through Saigon and Tourane to Hong 
Kong, a distance of 1,852 miles, and a 
regular service was inaugurated in 
March 1936. The following vear, Bang- 
kok wag substituted for Penang and the 
route re-organised to run. through 
Udong, Hanoi and-Fort Bayard to Hong 
Kong. This represented a saving of a 
thousand miles and reduced the sche- 
duled time from. England to Hong Kong 
to 8% days. When the “Empire” flying 
boats were introduced on the main trunk 
route, the landplane spur to Hongkong 
became twice weekly and in September, 

' 1988 three times weekly. The service, 
which was operated with four-engined 
D.H. 86 aircraft, provided a direct con- 
nection in the Orient with Pan-American 
Airways, whose Trans-Pacific service 
from the U.S.A. had its terminal at 
Hong Kong. ‘Imperial Airways was 
planning its own ‘extension from Hong 
Kong to Japan when war broke out and 
delayed the project for eight years. 


Connection with the Union of South 
Africa. 


The second long-distance trunk route 
branched: off at Cairo to pass through 
Central Africa and.then along the Hast 
African eoast to Durban. The first 
pioneer flight from. London to Cape 
Town was made in February and March 
‘1920 by Lieutenant Colonel Pierre Van 
Rynevelt, accompanied by Captain 
Brand, Despite the loss of two air- 
eraft, they reached their goal in a third 
and were knighted for their achievement. 


During 1927 a series of experimental 
flights were made along part of the 
route in Hast Africa .and in the follow- 
ing year Sir Allan Cobham made his 
famous “Round Africa” flight. But no 
regular commercial service yet existed, 
although the pioneer work of surveying 
the route and establishing aerodromes 
and ground installations, which had been 
begun in 1919 by the R.A.F., was going 
steadily forward. Difficulties enough 
were found in the task of establishing 
sites for aerodromes in the wilderness 
and swamps of Centra] Africa. Not 
least among these was the speed and 


ferocity with which tropical vegetation 
fought back to swallow up once again 
sites only just cleared. Ants hada habit 
also of raising hills over 20 ft. high on 
or completely .undermining runways. 
By the end of 1930, however,. 27 main 
aerodromes and 30 intermediate landing 
grounds had been completed and a num- 
her of rest houses and wireless stations 
erected. 


In~ February 1931, Imperial Airways 
opened a weekly passenger service 
between London and Central Africa 
which was extended via Salisbury to 
Cape Town in January 1932. Ten and 
a half days was the scheduled time for 
the flight of 7,885 miles from England 
and a saving of six days was gained by 
the air traveller over surface passengers. 
Various changes and improvements were 
made to the service and in 1937 it was 
completely revolutionised by the intro- 
duction of the “Empire” Flying Boats, 
when Durban became the new S. African 
terminus. In. April 1938, it became 
possible to fly from London to Durban 
in 4 % days, 


Connections with the U.S.A. 


Before the outbreak of war, Imperial 
Airways had also operated a number 
flights across the N. Aitlantic to New 
York. The company was experimenting 
with Flight Refuelling with a view to 
establishing regular services on that 
route when the war caused these opera- 
tions to be abandoned. 


B.O.A.C. in War Time. 


At the beginning of the war, the 
Secretary of State for Air, by virtue 
of his Statutory Powers, took over the 
undertakings of Imperial Airways and 
British Airways, pending the coming 
into operation on April 1, 1940 of the 
British Overseas Airways Act. Thus, in 
effect, the unified Corporation existed 
from the outbreak of war. 


In the war, B.O.A.C. was as much a 
part of the war machine as its military 
counterpart, the R.A.F. Communica- 
tions are even more vital to the life of 
a nation in war than in peace, and the 
Corporation had an essential part to 
play, both in keeping vital commimnica- 
tions open and in forging new air links, 
wherever and whenever the war strategy 
demanded them. Corporation aircrews 
often flew their unarmed and completely 
defenceless aircraft into and through 
dangerous war areas, and a number of 
them lost their lives in such operations. 


One of the proudest of the Corpora- 
tion’s war-time achievements was the 
opening and continued operation of a 
regular all-the-year-round service across 
the North Atlantic. Up to 1940 the 
North Atlantic had never been flown in 
winter, and such were the technical 
obstacles to be overcome that many of 
the experts jsaid that it would not be 
possible for years to come.  B.O.A.C. 
crews and operational staff achieved the 
impossible. They organised the famous 
North Atlantic Return Ferry Service, 


which operated in both directions winter 
and. summer. The Ferry pilots who 
were flying the sorely needed American . 
aircraft to Britain, in this way lost no 
time on their return journeys for more 
aircraft. 


Re-opening of Air Route to Australia 


A: further noteworthy feat accom- 
plished by the merchant air ‘service 
during the war days was the re-open- 
ing of air communications with Aus- 
tralia. The last flying boat service to 
get through to Sydney before the 
Japanese cut the link arrived on. Febru- 
ary 23, 1942. After the fall of Singa- 
pore and the Japanese invasion of 
Burma, the only air route from Aus- 
tralia to Britain was eastwards across. 
the Pacific, the Almericas and the At- 
lantic. It was decided to establish a 
direct service between Western Austra- 
lia and Ceylon across the Indian Ocean, 
using long range Catalina flying boats. 
The first seven survey flights were 
operated by the R.A.F. and the ser- 
vice was then handed over to B.O.A.C- 
On July 18, 1948 the first civil flight 
mas made between Ceylon and Perth, 
in West Australia, by Qantas Empire 
Airways who acted as B.0.A.C’s 
operating agents. The service involy- 
ed the longest non-stop ocean flight om 
any air route in the world—a flight 
of over 3,000 miles. The first ffight 
was done in 27 hours 50 minutes and 
once again Australia was linked to 
Ceylon, India and the United Kingdom 
by regular air services. The Catalinas 
were later supplanted by Liberator land- 
planes, which in their turn were suc 
eeeded by Lancastrians. 


Problems facing B.O.A.C. 
post-war period. 


in the 


When the war -ended, civil airline 
operators began the tasks of rebuild- 
ing their shattered route systems and 
of reaching out along new routes which 
had been in the planning stage when 
hostilities broke out. They were very 
much handicapped by the dislocation 
and shortages left as a legacy by the 
War. British civil aviation is still 
suffering grievously from the greatest. 
of these handicaps—the 6-year gap in 
British civil aircraft construction. 
This gap makes it necessary for 
B.O.A.C. still to operate with interim 
types and conversions of military air- 
craft along most of its routes. In spite 
of these difficulties, however, consider- 
able progress and expansion have been 
made by the Corporation. 


B.0.A.C.’s first post-war task in the 
Far East was to re-open the. gréat 
trunk routes connecting England with 
Australia and with Hong Kong. On 
May 31, 1945, the Australian link was 
re-forged when a once weekly land- 
plane service was inaugurated between 
London and Sydney with “Lancastrian” 
aircraft. These aireraft, conversions 
of the famous Lancaster bomber, car- 
ried 6 passengers, each of whom had 
his own comfortable sleeping berth. 
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At first they followed. the war-time 
route across the Indian Ocean from 
Ceylon to Western Australia. In April, 
1946 the service was routed via Singa- 
pore and Darwin and became the long- 
est and fastest. scheduled commercial 
air service in the world. It also con- 
tained the longest non-stop flight on 
any regular air service, the flight be- 
tween Karachi and Singapore, which 
is a distance of 2,961 miles. It was 
operated in association with Qantas 
Empire Airways of Alustralia, whose 
crews operated the aircraft from Kara- 
chi eastwards. 


On December 1, 1947, Qantas began 
to opeate, in association with B.O.A.C., 
its own Constellation service through 
to London from Sydney. The Lancas- 
trian service was then suspended as a 
passenger service and became a mail 
and freight service only. At that time 
it was operating three times weekly 
and was still the longest and fastest 
service in the world, reaching Sydney 
in just under 62 hours from London 
and doing the reverse journey in 72 
hours. 


The flying boat route to Australia 
was re-opened after the war in stages, 
Rangoon being reached in October 1945 
and Singapore in the following Janu- 
ary. Owing to disturbances in the 
Netherlands East Indies, the service 
was unable to be extended to Austra- 
lia until May 1946 when “Hythes” (a 
conversion of the war-time Sunderland 
and linea] descendants of the “Empire” 
flying boats) flew to Sourabaya and 
on to, Sydney, The service. is still 
operated with “Hythes” in association 
with Qantas and follows the “Dragon” 
route to Rangoon and continues on 
through Singapore, Sourabaya, Darwin 
and Bowen to Australia. The frequency 
ts three times weekly, and a more 
leisurely schedule than the Qantas Con- 
stellation landplane service is adopted, 
both outward and inward; the journeys 
taking 191 hours and 169 hours res- 
pectively. 


Expansion, of Services in the Far 
East. 


The: great ‘shipping centre of Singa- 
pore has now become’ equally important 
ag an air junction. In addition to the 
B.O.A.C.—Qantas trunk routes to Aus- 
tralia, Singapore is cannected to Ceylon 
by a weekly non-stop landplane ser- 
vice which cuts straight across the 
Indian Ocean and on which “York” air- 
eraft are used. B.O.A.C. also operates 
a twice weekly flying boat shuttle ser- 
vice non-stop between Singapore and 
Hongkong, and a once weekly shuttle 
Bene between Singapore and Bang- 
‘ok. 


fhe Establishment of Hongkong 
‘Airways Ltd, ; 


Tha first responsibility of B.O.A.C. is 


the operation of long. distance trunk | 


air poutes. At the same time it is 
always ready to assist in the building 
up of logal ‘and regional systems of 


air services, which can .be co-ordinated 
with its own trunk routes. The types 
of assistance given vary according to 
circumstances and range from technical 
advice to direct financial participation 
or ownership. In accordance with this 
policy, Hong Kong Airways Ltd. was 
formed in March, 1947 in order to 
operate regional services based on 
Hong Kong. Représentative local com- 
mercial interests were approached and 
invited to participate as shareholders 
with a view to ensuring that the needs 
of the business community were ade- 
quately served. The company operates 
now three services a week *o Shang- 
hai and three times daily to Canton, 
and it has plans for further develop- 
ments including a service to Macao. 


Establishment of British Air Services 
Across the Pacific. 


Although B.O.A.C. had been operat- 
ing a. regular service across the At- 
lantic since 1941, no British air link 
was established across the Pacific until 
the end of 1946. At the British Com- 
monwealth Conference held at Welling- 
ton in March, 1946, a recommendation 
was made for the establishment of a 
tripartite corporation, comprising the 
interests of Australia, New Zealand 
and the U-K., to operates services from 
Sydney and Auckland to Vancouver 
This recommendation was carried ‘into 
effect on June 25, 1946 when British 
Commonwealth Pacific Airlines Ltd. 
(B.C.P.A\.) was registered in New South 
Wales. Fifty percent of its nominal 
capital of £1,000,000 is held by the 
Australian Government, 30% by the 
New Zealand Government and 20% by 
the U.K. Government through B.0O.A.C. 


Air Link between Australia and 
Canada. 


The first service across the Pacific 
between Australia and Vancouver was 
begun in November, 1946. At present 
‘a three times fortnightly service is 
operated from Melbourne via Sydney, 
Fiji Islands, Canton Island, Honolulu 
and San Francisco to Vancouver, and 
‘a once weekly service from Auckland, 
New Zealand, which flies direct to Fiji 
and then follows the same route. All 
these services are at present operated 
by Australian. National Airways Pty. 
Ltd. on behalf of B.C.P.A. with Dou- 
glas -Skymaster aircraft. B.C.P.A. 
plans to-take over operation of the 
routes in April, 1948. The Honolulu— 
San Francisco sector of the flight is, 
incidentally, the longest regular over- 
water hop in the world—2,414 statute 
miles. 


Australia and. New Zealand are 
themselves linked by a daily flying 
boat service operated between Sydney 
and Auckland by Tasman Empire Air- 
ways Ltd. B.O.A.C. holds 38% of the 
shares in this Company, the remainder 
being divided .between Australian and 
New Zealand interests. 


Prestnt Operations. 


At, the beginning of 1948 B.O.A.C. 
ig operating -140 services a week over 


32 routes and flies over 500,000 miles 
a week. Twenty of these services each 
week are flown along the route pioneer- 
ed by the Corporation in the darkest 
days of the war—the N. Atlantic route. 
Passengers from Hong Kong, Singa- 
pore and other cities of the east can 
fly by B.O.A.C. “Speedbirds” to U.S.A., 
Canada, Great Britain, South, Central 
and West Africa, Middle East, India, 
Ceylon and Australia. 


“Flying for the Public at Tourist- 
Class Fares.” 


Two new Corporations were created 
by the Civil Aviation Act of 1945. 
They were British European Airways, 
which operates all British internal ser- 
vices and services to the Continent and 
British South American Airways, which 
operates services to South and Central 
America and to the West Indies. All 
three Corporations are still handicap- 
ped by the abnormal conditions left by 
the war years and in particular by 
the gap.in British civil aircraft con- 
struction already mentioned. B.O.A.C. 
has-the priceless asset of “know-how” 
and experience in the development and 
operation of long-distance trunk air 
services. When the tools, in the shape 
of really suitable aircraft, are to hand, 
this asset can be used to maximum 
benefit. Services can then be accelerat- 
ed and increased in frequency and 
different types can be introduced to 
meet the different types of traffic de- 
mands, There will no doubt be high- 
speed, long stage “express” services and 
services which take a slower and more 
leisurely course, stopping at more 
places along the routes. With econo- 
mic aircraft it will also be possible to 
achieve the Corporation’s stated aim of 
providing flying for the public at tour. 
ist-class fares. 
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PAN AMERICAN WORLD 
AIRWAYS REESTABLISHED 
IN HONGKONG 


The year 1947 saw the Pacific-Alaska 
Division of Pan-American World <Air- 
ways complete the greatest programme 
of expanded service’ in Pacific aviation 
history. When 1947 opened the Divir 
sion was operating from San Francisco 
and Los Angeles to Honolulu, New 
Zealand and the Philippines. Ait year’s 
end thé trans-Pacific Clippers are pro- 
viding service to every major city in 
the Pacific, including Hongkong, Syd- 
ney, Tokyo, Shanghai, Bangkok and 
Caleutta, where direct connections are 
made with Pan-American’s, Atlantic 
Clippers for round-the-world service to 
New York. The Division has more 
than 27,000 route miles in the Pacific. 


There were two other major develop- 
ments during the past year: One was 
the elimination of time-consuming 
overnight stops at mid-Pacific islands 
on the Clipper routes, cutting a full 
, day or more from the travel time be. 
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tween San Francisco and the Orient. 
The second development which made 
possible the elimination of overnight 
stops was the introduction of the new 
Sleeperette chair-lounges. 


The Clippers began passenger service 
to Shanghai via Honolulu, Midway, 
Wake, Guam and Okinawa on June 3. 
On June 26, the first one-carrier round- 
the-world air service in history was 
inaugurated, the Pacific Clippers flying 
to Mianila, Bangkok and Calcutta, there 
to connect with Atlantic Clippers out 
of New York. 


On September 24, Pan-American re- 
sumed service between San Francisco 
and Los Angeles and Hongkong, a route 
pioneered a decade ago but halted by 
the war. On September 25, a second 
round-the-world route was inaugurated, 
one which linked the Pacific coast direct 
to every major city on the Asiatic 
mainland» This route ig via Honolulu 
and Wake to Tokyo, Shanghai, Hong- 
kong, Bangkok and Calcutta. The 
year also saw the start of all-cargo 
service across the Pacific. This service, 
known as the “Pacific Trader’, operates 
between San Francisco and Manila and 
return on a weekly schedule, 


HONGKONG CIVIL 
AVIATION 


The year 1947 witnessed, as was to 
be expected, record breaking returns of 
passenger and freight traffic at the 
ocal airport with the total number of 
civil aircraft landing here from and 
taking off for abroad exceeding 5,500 
of British, American, Chinese, Philip- 
pine, French, Norwegian, and other 
nationalities. The total number of 
passengers carried by civil aircraft in 
1947 was recorded here as 81,785; total 
freight carried in and out was respec- 
tively 321 tons and 524 tons, aggregat- 
ing 845 tons. Month by month the im- 
provement and development in air 
transport will be seen from the table 
below. 


HONGKONG AVIATION 


Arrivals 

JANA Ve Lee ate sr) Gs 172 
February 104 
March 141 
April é 185 
May 216 
June 201 
July 254 
August 253 
September ee ee Vai 257 
Octoper mre oe ees: $02 
November ips) aa dan 324 
December a hs ee... 373 

Total 1947 .. 2,782 


December Returns. 


Aircraft, passenger and freight traffic 
at Hongkong Airport, Kai Tak, for the 
month of December was as follows:— 


In Out Total 
Passengers 5,920 5,263 11,183 
Aircraft co hionte AS 
Commodity Import Export 
(kgs.) — (kgs.) 
Jewellery .. .. ; 36 — 
Chemicals & drugs .. 2,416 12,092 
Chinese medicine 28 440 
Dyeing & tanning .. 114 52,536 
Foodstuffs & provisions 680 8,615 
Hardware eZ 409 17,381 
Minerals & ores é 161 6 
Nuts & seeds .. .. 34 2 
Oise & fats. ee eee ee 11 1 
ARC Hh Cen eeu Mie 3 os 20 
Paper & paperware .. 7,513 30,858 
Piece goods & textiles 2,097 2,581 
Wearing apparel 5,673 1,820 
Gold ‘bullion cc ad — = 
Banknotes ee =, 8,990 
Sundries be ee. : (192 21,182 
28,964 146,524 


Airport Construction, 


The most urgent problem for Hong- 
kong’s further deyelopment as an inter- 
national airport remains the construc: 
tion of a modern air field. But for 
the difficulty of financing the ambitious 
but absolutely necessary project all 
questions have been thoroughly deliber- 
ated upon during this year and agree- 
ment has been reached between ail 
parties concerned as to technical and 
organisational propositions. The future 
field may probably be built on Stone- 
cutters Island in preference to - the 
site at Deep Bay (in the Miaipo area) 
in spite of the necessity for levelling 
down the hills on the small islet in 
the harbour. If it comes to the realisa- 
tion of this project a number of other 
constructional plans, connected with the 
improvement of the northern sector of 
the harbour and the preparation of 
reclaimed land for a new _ industrial 
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STATISTICS FOR THE YEAR OF 1947: 
AIRCRAFTS PASSENGERS 


FREIGHT 

(in Kilogrs.) 
In Out Import Export 
1,381 991 16,705 14,592 
909 662 13,255 15,739 
1,985 1,127 25,473 18,541 
2,590 2,797 41,477 18,048 
3,257 2,916 50,618 21,149 
3,202 2,724 24,493 31,848 
4,233 3,770 18,493 21,424 
4,907 4,406 25,206 84,877 
4,482 4,278 20,463 51,807 
4,964 4,824 33,114 61,758 
5,601 5,096 22,678 88,124 
5,920 5,263 28,964 146,524 


43,431 38,354 321,234 524,426 


ener 


district, should eventually prove of 
great benefit to the community of this 
Colony. 


The Government-in London and the 
Dominions of Canada, Australia and 
New Zealand as well as the members 
of the Empire in Asia take a keen in- 
terest in the possible expansion of the 
Hongkong airfield as this Colony is geo- 
graphically located in the centre of the 
Far East and thus could assume the 
position of the principal civil aviation 
base in the vast area stretching from 
Burma to Japan and from Australia 
to Korea. Eiverybody in Hongkong, 
merchants as well as Government offi- 
cials, is anxiously waiting for the solu- 
tion of the finance problem; it appears 
now certain that the larger part of the 
expenses necessary for the building of 
a modern airfield, previously estimated 
for the Deep Bay site at around £4 
million, will have to come from local 
sources, 
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HONGKONG PRODUCF MARKETS, 


Vegetable and essential oil prices shovw- 
ed strength, Cassia ojl went up to $ 1,260, 
closed at 1,230. Tung oil between 144 to 
147, Sesame seed ail $ 250 to 280. Peanut 
oil 170-172. Rape seed oil 126—130; Tea 
seed oi] 130--136, Cocaanut gil 122—125 
(all per picul). 

Wolfram ore (6§%) quoted $ 359, 
Yunnan tin $ 425, No dealings were re- 
corded in antimony. 


NEW YORK PRODUCE MARKETS. 


At January 10, In US$, fob US ports, 
per pound, 

Antimony 0.33, Tin 0.94. Wolframice 
0.29 to 0.31 per short ton unit, duty paid. 

Aniseed oi] 0.95 to 1.15, Cassia oil. 2.50 
to 3.35, Tung oil 0.26%. 

Agar Agar 3.95 to 4.65. Bristles 1.95 for 
Chungking, 1.80 Shangha 4.20 Tientsin 
short, 6.30 Tientsin regular 55's, 

Beryllium 16 to 18 per ton. Molybdenum 
0.45. Tungsten powdered 3.05. 


ADEQUATE SUGAR WORLD PRO- 
DUCTION 


The International Emergency Food Coun- 
cil has discontinued allocating world sugar 
supplies because supplies appear to be 
adequate to meet all requirements. 


The Council estimates world sugar pro-~ 
duction in 1948 at 33,400,000 tons raw 
value, an increase of 1,500,000 tons. This: 
will be 1,500,000 tons below the pre-war: 
levels. 


Major production increases in sugar are: 
reported for the Philippines, the US and’ 


USSR. The increase, however, was only 


partly offset by declines in the European 
and the Cuban sugar production. The deci- 


sion to discontinue sugar distribution would: 


We socmaridcred on’ or before March: 31, 
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COMMERCIAL MARKETS 


DEVELOPMENT & EXPLOITATIONOF TROPICAL FORESTS 


An immense wealth of tropical hard- 
wood forest lies in a belt, which embraces 
southern Mexico, Central America, north- 
ern South America, central Africa, India, 
Burma, Siam, French Indochina, the Malay 
Archipelago, Borneo, Australia, and the 
Philippine Islands, containing about 
3,638,000,000 acres of forest, or nearly half 
the world’s forest area, Yet it is a region 
Jargely unexplored and unexploited. In 
contrast to the coniferous (softwood) and 
temperate hardwood forests, which lie 
mainly in the North Temperate Zone, it has 
contributed only a small part of the total 
quantity of wood used by man. It is esti- 
mated that tropical hardwoods provide only 
9 percent of the world’s timber supply, and 
account for only 2 percent of world trade 
in wood. 


The reason for the neglect of this vast 
storehouse of a wood lies, fundamentally, 
in the climate of the region, which fosters 
conditions inhibitory to settlement. Heaz. 
disease, and, to a certain extent, the charac- 


ter of the forests themselves, have  dis- 
couraged rapid development of the far 
flung areas. Another adverse factor has 


been the abundance of excellent woods in, 
or readily accessible to, the more indus- 
trialized countries. 


Uneconomic Procedures in Tropical 
Countries 


Tropical countries utilize only a  smail 
proportion of their rich forest resources. 
This fact is attributable to the concentra- 
tion of the population along coastal areas, 
and to the lack of wood-using industries. 
In some countries the major part of the 
wood consumed for construction and manu- 
facture is imported, despite adequate 
domestic timber, Exploitation is confined to 
the more accessible areas, and to areas 
containing particularly valuable timber, 
which is cut mainly for exportation. Much 
of the forest that is removed is cut for the 
purpose of clearing land for agriculture, 
without thought of economic use, Often 
valuable wood is burned as fuel or used 
for fence posts. 


This situation, although deplorable, can 
be remedied only through economic im- 
provement within the tropical countries, 
public education, establishment of .manu- 
facturing facilities, and development of 
foreign markets. With the gradual deple- 
tion of timber in the temperate regions and 
the increasing demand for hardwood lum- 
ber, commerce and industry are turning 
more and more toward the Tropics for 
timber. 


Tropical forests are notable not only be- 
cause of their extensiveness, but also be- 
cause of the large number of species which 
they contain. Botanists have classifie:! 
many thousands of species, and undoubted- 
ly hundreds of species have not been iden- 
tified, Tropical woods have been known in 
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commerce for many centuries. Woods cf 
all descriptions occur in the Tropics—red, 
brown, black, white, or purple; mottled 
or streaked; plain or figured; light or 
heavy; hard or soft. The fact that woods 
usually exported from the tropical coun- 
tries consist of species used for furniture, 
interior finish, and other specialty purposcs 
has led to a popular misconception that all 
tropical woods are of this type. On the 
contrary, tropical forests contain many 
woods suitable for general construction and 
utility purposes. 


Tropical Woods in Commerce 


Mahoganies have received world-wide 
recognition as fine cabinet woods. Teak, 
a moderately hard wood with ex- 


cellent working properties, is produced in 
Burma, Siam, French Indochina, and the 
Fast Indies, It is the traditional wood for 
ship decking, for which purpose it is un- 
excelled. 


Marketing problems arise largely from 
the complicated structure of forests in the 
tropics as they consist of large varieties of 
intermingled species, only few of which 
can be harvested. Frequently only one 
tree per acre, and in some instances only 
one tree per 5 acres, is marketable. Cor- 
sequently, logging must be extended over 
large geographic areas to obtain sufficient 
quantities of the desired species to permit 
operations on a commercial scale. 


Because of the dense undergrowth, 
marshy soil, steep slopes, and other handi- 
caps encountered, the cost of logging is 
often very high. Few roads exist in the 
forested areas of tropical countries. Logs 
must be dragged to a stream and floated 
to a concentration point, or hauled over 
temporary roads built by the logger 
Floating is complicated by the fact tha: 
not all logs will float, This requires tha: 
logs with low-density wood, even if low 
in value, must be cut and fastened to the 
heavier logs as buoys. 


Generally the valuable timber is locat- 
ed in remote and sparsely populated re- 
gions, necessitating the transportation of 
the logs long distances to centers of con- 
sumption or to ports. 


Lack of skilled labour is another deterrent 
to logging in the Tropics, It probably 
would be difficult to recruit labor from the 
Temperate Zones to work in the Tropics. 
Furthermore, many countries require the 
employment of native workers. These work- 
ers often are unsatisfactory without a long 
period of training. On the other hand, the 
Matives are adapted to the environment 
and may possess qualities which make them 
highly desirable workers, once trained. The 
labour problem. is even more important 
with respect to the manufacture of lumber 
and lumber products, which involves 
technical operations, The more successful 


operators are those who are skillful in the 
management of native labour, 


Uncertainty regarding the attitude of 
various governments also tends to dis- 
courage investment in forest enterprises by 
nationals of other countries. Nevertheless, 
many countries actively seek foreign capital 
and industry, and grant equal rights .o 
domestic and foreign concerns, 


Lack of Markets 


One of the major obstacles to the econo- 
mic utilization of tropical hardwoods is the 
lack of markets. This may seem paradox- 
ical in view of the large demand for wood 
for construction and industry. However, the 
used of wood for various purposes 1s 
based on known standards of performance. 
A manufacturer, architect, or constructioz. 
engineer is unlikely to accept a new wood 
unless he is assured that (a) it is suitable 
in adequate quantity, and (c) it will be 
accepted by the consumer. The suitability 
of a wood for a given purpose depends on 
its characteristics, such as ease of work- 
ing, strength, freedom from warping or 
shrinking, retention of paint, nail-holding 
capacity, and appearance. Although the pro- 
perties of many tropical woods are known 
and their adaptability for specialized uses 
has been demonstrated, practically nothing 
is known of other potentially useful woods. 


An adequate source of supply is of 
paramount importance, Manufacturers can- 
not afford to adopt a new raw material 
unless it can be obtained in quantities which 
permit uninterrupted production. Also the 
quality must be good. Lumber and other 
wood products must meet exacting specifica- 
tions as to size and grade. Proper season- 
ing is probably the key to satisfactory 
utilization of many tropical woods. 


The. final test of the commercial impor- 
tance of a wood is its acceptance by con- 
sumers, The market for many commodities 
—furniture, for example—is particularly 
sensitive to public whim and fancy. Manu- 
facturers are extremely cautious with res- 
peet to setting up the production of a line 
of goods until they have some indication 
of public reaction, Customers frequently 
insist on mahogany, walnut, oak, or other 
familiar wood, and reject another wood 
which may have equally good qualities. 
Trade customs, practices, and prejudices 
have developed which effectively resist 
change. The trade demands specific woods 
such as white oak for whiskey barrels, 
hickory and ash for handles, dogwood for 
shuttles, and maple for shoe lasts. These 
woeds are specified because their merits 
have been proved through long uge. A 
tropical hardwood, even if equally service- 
able, might be difficult to introduce into a 
new market. However, during the last two 
decades a trend toward greater public ap- 
preciation and acceptance of new woods is 
noted. This trend is likely to increase as 
opportunities are offered for the public to 
become better acquainted with these woods. 
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Pre-requisites of. Development 


Successful development of tropical forests 
and the marketing of tropical woods will 
depend ‘largely upon: 


.(1) Adequate source of raw material. 
€utting rights must be obtained on a 
sufficient volume of timber to permit a 
steady supply of logs continuously or for a 
long period of time. (2.) Proper manufac- 
turing, seasoning,. handling, and shipping 
so that the products of acceptable kinds and 
specifications will reach the market in satis- 
factory condition. (3.) Research to deter- 
mine the properties and the most practical 
and economic uses of the various species, 
particularly those not generally known in 
commerce. Profitable operation and good 
forest management may depend on_ the 
utilization of all or most of the species in 
the stand, (4.) Elimination of confusion in 


trade names. Species must be correctly 
identified, and standard names adop‘ed. 
(5.) Salesmanship. Manufacturers and 


engineers must be convinced that the woods 
are satisfactory for their purpose, and for 
some products the public must be educat- 
ed to accept a new wood, 


Exploitation of Tropica]. Forests 


As economic conditions gradually improve 
and industrial expansion occurs in Far 
Eastern countries, tropical woods will come 
into greater use. In some countries this 
process may require many years unless as- 
sistance is rendered by the more indus- 
trialized nations. 


Industry may find many opportunities for 
profitable investment of capital and use of 
its industrial -“know-how” in __ tropical 
countries. However, it should be pointed 
out that those countries will not be re- 
ceptive to proposals for exploitation of their 
resources without adequate compensation. 
This ‘compensation may include purchase 
of timber, employment of [abour, payment 
of taxes, development of transportation and 
communication systems, expenditure of in- 
come in domestic channels, or participa- 
tion by domestic industry. Whatever the 
form of remuneration, mutual. benefit will 
result from bilateral cooperation, 


In planning an enterprise, consideratioi 
should be given to the development »f forest 
land for its most economic purpose. Per- 
petuation of those forests permanently as- 
signed to timber production through sound 
forestry practice should constitute a major 
objective of development plans. Coordina- 
tion of forest industries with agricultirre 
and other components of the domestic econc 
my is essential to stable operation. Somt 
countries have statutory programs of lam 
zoning and, forest conservation designed to 
prevent unregulated exploitation and des- 
truction of forests—which have typically 
characterized the settlement of virgin- 
forested areas, Unfortunately, many of the 
laws established are more advanced than, 
the machinery for their administration. 
Foreign investors. sincerely interested in co- 
operation can help these countrics to 
realize the full value that would result 
appropriate forestry programs 
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HONGKONG EXPORT REGULATIONS 
AT A GLANCE 


Tvpe 


Prohibited 
Ex ports 


‘ Restricted 
Exports 
(Note 2) 


General 
Exports 


Exports, 

te Sterling 
Area and 
China. 


Japan and 
Korea 
Exports 


NOTES: 


+~— 


Au 


Commodities Involved | 
\ 


—~ 


Butter, Flour, Rice, Sugar, 
Bottles—all kinds, whole or 
broken, empty or filled, Cot- 
ton Yarn of all kinds, Tin- 
plates, Motor Cars and 
Trucks, Motor accessories 
and spare parts, Baths, al! 
kinds, water  closets—all 
kinds, Galvanised Iron 
Pipes, Mild Steel Bars—all 
dimensions, Mild Steel 
Angles, Mild. Steel Channels, 
Mild Steel Tees, Mild Steel 
Joists, Mild Steel Sheet and 
Mild Steel Plate, Mild Stee! 
Window Sections, Tin Siabs 
and Ingot, Cotton Threads 
of all descriptions, Peanut 
Cakes, in solid or powdered 
form, Basins, Toilet and all 
bathroom accessories, Pea- 
nut Oil, Sweetened Con- 
densed Milk, Cement, Gold 
Bullion and Coin, Preserved 
Ginger (in casks), Toilet 
and Medicinal Soap, Gunny 
Bags, Lambskins (Kara- 
kuls), Rabbit Skins. and 
Margarme. 


-—————————_ 


Bristles, 
Yarn, 
Tin, 

mony. 


Wood Oil, Cotton 
Tea, Rapeseed Oil, 
Wolfram and Anti- 


Wood (tung) Oil, Dessicated 


Cocoanut, Tin, Rubber, 
Pepper, Diamonds, Gunny 
Bags and Silver. 

All commodities — (other 


than those listed above)—to 
non-Sterling Areas. 


than China Exports and 
Prohibited: Eaports). 


ey 
(Special arrangement: with 


Dept.’ Supplies, 
Industry) . 


commodities — (other | 


Trade & 


Form 
Required 


Issuing 
Authority. 


Form 2 in| Department of 
triplicate. | Supplies, Trade 
& Industry. 


Form 2B 
(Yellow) 
duplicate. 


I. & E. Dept. 


Form 2A 
(Green) 
triplicate. 


I. & E. Dept. 


Form 2B 


L. & E, Dept: 
(Yellow). Me nt 


No Special 
Licence 
required. 


Dept. S.T. & I. 


_ (1) CHINA EXPORT'S include these Commodities whether originating 
in China or not. Applications must be supported by evidence of origin, eg. 
a Chinese: Certificate of Origin in cages where articles are: protuced. ‘in 
China: otherwise such evidence as I.’ EB, Dept. shall require. : 


(2) Where commodities overlap t 
Form 2A (green) in triplicate. 


wo groups—e.g.’ Wood Oil and‘ Tin, use 
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WHEAT POSITION 


The demand for all cereals, especially 
wheat, continues from all importing 
countries at rising prices. 

Values continue to firm and record 
prices are being paid to exporting 
countries. 

Recent cables from Chicago advise 
that cash wheat has been sold at 3384 
cents per bushel. This is the highest 
price paid since 1920, when 350 cents 
per bushel was realised. December 
futures reached the record figure of 
308% cents per bushel. 

Canada also reports high prices and 
a record of 325 cents was made. This 
price was paid by countries other than 
the United Kingdom, who, for the next 
two years, is receiving wheat from 
Canada on a sliding scale basis under 
the three-year agreement. 

The Australian Wheat Board have 
raised their selling price for export 
wheat to 19/6 per bushel bulk basis f.o.b. 
Australian ports, 

Australia has offered Britain this sea- 
son 75 million bushels wheat, equal to 
over 2 million tons, and, if the Austra- 
lian harvest proves a bumper one, more 
will be offered. ‘ 

The export of this large quantity of 
wheat, together with other cereals for 
animal food, will mean a large increase 
in trade between Britain and Australia. 

Crops 

U.S.A.—Following the bumper harvest 
of 1947, aggregating 1,400 million 
bushels, lack of moisture is on the 
newly-planted south-western winter 
crop, and the necessary rains, so essen- 
tial at this period of the year, are looked 
for. (Chicago Board of Tirade average 
prices last week; for December, per 
bushel in US cents: Wheat 310, Corn 
257, Oats 122, Barley 199). 

Canada.—tThe crop just harvested has, 
owing te the lateness of a filling rain, 
reduced the earlier estimates by 23 mil- 
lion bushels. The crop is estimated at 
not more than 335 million bushels for 
the All Canadian crop. Last year’s 
final estimate was 421 million bushels. 

Argentine.—With a rainfall exceeding 
the average, the crop was sown under 
very favourable conditions with a good 
germination. No increase in last year’s 
acreage is anticipated. 

Europe.—tdeal harvesting conditions 
are being experienced in Europe and 
the deficit compared with a year ago 
will be less. serious than expected. The 
British_harvest will yield approximately 
61% million bushels. The French crop 
estimate has been reduced to 120 million 


bushels—this is much less than pre-war 
averages. In any case, the European 
crop will be less than that of last year. 

From the meagre news filtering 

through, it seems that the Russian crop 
is favourable. 
_ The only Continental countries report- 
ing higher yields than last year are 
Hungary, Germany, Yugo-slavia and 
Poland. 

Australia.—With very favourable 
weather over Australian Wheat Belt, 
heavy crops which will yield record 
quantities are looked for, and recent 
estimates suggest a yield of over 260 
million bushels. 

New South Wales is expected to con- 
tribute an all-time record of 120 million 
bushels (possibly more), whilst Victoria 
expects 60 million bushels; South Aus- 
tralia, 43 million bushels; Western Aus- 
tralia, 28 million bushels; and Queens- 
land, 9 million bushels. 

If these yields are realised and ade- 
quate accommodation is found, especial- 
ly for the enormous N.S.W. crop, ex- 
portable surplus of approximately 200 
million bushels should prove a contri- 
bution towards feeding Europe and 
Asia. 


WOOL MARKETS 
Australian Market. 

At a time when Amstralia needs dollars 
to the extent of making a second cut 
in dollar imports, the slowness of 
American buyers in coming into the 
market has been a disappointment. ‘The 
substantial increase in values of the raw 
material, registered since the season 
and’ firmly maintained, has not been 
due to American competition. York- 
shire, the Continent and Australian 
mills have provided the bulk of buying 
volume, thoygh at Perth and at later 
auctions in the East, America has pur- 
chased on a limited scale. 

Offerings during the first two months 
of the season have not been of the types 
which appeal most to American manu- 
facturers, who want better crossbreds 
and finer merino spinning types which 
are only to come in the second half of 
October. 

American Mills. 

American mills are working at full 
capacity but are unable to fill the orders 
of the retail trade and mills had to 
refuse American Government orders, 
which have been placed, therefore, in 
Germany and Italy. This course has an 
advantage in that it helps in some degree 
in the German and Italian economic 


situation. The wool-trade rests not on 
the grower or on the manufacturer, but 
on the ordinary man and woman whose 
demand keeps. the mills busy and pro- 
vides the cheque for the grazier. They 
want clothes, furnishings, blankets and 
other goods produced from wool. It is 
on the volume of their requirements 
that the demand for wool, the price 
of wool, depends. 

Backlog of Demand. 


Although the woo! industries of the 
world consumed a very large amount 
of wool, it was insufficient to do more 
than scratch the surface of the demands 
which had been accumulating through 
seven years of war, during which the 
industry’s contributions to normal needs 
were insignificant. Retailers have not 
yet been able to lay in more than day 
to day stocks. Their shelves and racks 
are still bare. Not until those shelves 
and racks are steadily occupied will the 
demand have been reasonably filled. 
Only then will the value of the raw 
material be tested. 


Another reason why production lagged 
so far behind demand was the shortage 
of machinery and labour in the indus- 
try. As regards machinery, there has 
been some improvement with German 
plant being again brought into use, 
doing work for export on behalf of 
British manufacturers. In Yorkshire 
there has been some improvement in 
labour power, and in some mills male 
and female workers, recognising . the 
perilous economic situation, have for the 
time being surrendered their shorter 
hours and are working males to fifty- 
five hours per week, instead of forty- 
five hours; and female workers, accord- 
ing to grade and age, from thirty-five 
up to forty-two hours. 

Australian Wool for Japan. 


There is no definite information as 
yet in regard to the amount of wool 
which will be sold to Japan during the 
present season. There had been great 
expectations, figures running into 
several hundreds of thousands of bales. 
A special Australian mission in Japan 
discussed the matter with General Mac- 
Arthur’s economic advisors but returned 
without any fixed quota being arrived 
at. Japan. has not received since the 
end of the war more than 7,518 bales 
shipped last May under agreement with 
SCAP. 

Australian Wool Statistics & Prices 


For the first 3 months of the wool 
season of 1947/48, ie. from July 1 to 
Sept. 30: total received in store 947,339 
bales, of which sold 377,165, shipped 
abroad for sale 4,427, and in store 565- 
747 bales (same period in preceding 
season: received in store 940,436 bales). 


Average prices for the period July to 
Sept. 1947: per bale, greasy Australian 
pounds 41,18.6; scoured 43.10.6;—per 
pound, greasy Australian pence 31.81, 
scoured 47.75. 

Average net weight, lbs. per bale: 
greasy 321.4; scoured 218.8. Increase 
in average price per lb, compared with 
Se period 1946: greasy 59.3%, scoured 
26%. 
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EXCHANGE & FINANCIAL MARKETS 


Report for the trading period of January 
2 to 10, 1948: 


Trading in Gold. 


Quotations on the unofficial gold market 
of Hongkong were firmer during the first 
8 trading days of the new year compared 
.v the slump in the latter part of December. 
The cross rate remained on the average 
US$ 51 per troy oz; highest and lowest 
cross rates were US$ 52% and 50, while 
highest and lowest prices per tael were 
HK$ 322% and 302. The total turnove) 
on the spot market was 28,560 taels plus 
about 25,000 taels which were sold outside 
the exchange. Importers obtained gold cif 
Macao between $ 270 to 280 per tael. 


Gold prices in China underwent great 
changes in terms of Chinese scrip but in 
terms of foreign exchange continued rather 
low; Canton quoted on Jan, 2nd $ 308/ 
311 per tael, reaching a high price of 320 
last week, closing at 308, Shanghai opened 
the new year at CN$ 8.9 million, reached 
last week the highest price of 12.2 million, 
and closed at 11.6 m. The Shanghai gold 
cross rate moved nearer to US$ 60. 


Demand for gold has been dampened in 
Shanghai by the terroristic activities of the 
secret police and the gendarmerie who coti- 
ducted many raids and confiscated con- 
siderable amounts of gold and foreign ex- 
change. In Canton, Swatow, Amoy, 
Changsha, Hankow and other leading 
trading places in South and Central China 
the progress of economic warfare was as 
yet little noticed and only intimidating 
propaganda was turned on an otherwise 
stoic financial market. 


Imports of gold into South China from 
Macao (usually via neighbouring ports and 
Canton, by highway and along rivers and 
channels) averaged_3,000 taels per dav; 
Canton re-exports daily on the average 
some 1,000 taels to Hankow, Arrivals of 
gold in Macao and Saigon continue with 
the same frequency as observed during the 
last few months, The current stock of gold 
in Macao may exceed 200,000 ozs, Mac.o 
te-exports inte Hongkong have decreased 
on account of the watchfulness of local 
Revenue Officers and several confiscations 
of gold which was illicitly imported inve 
the British Colony aboard ordinary vessels 
engaged in the routine run between the 
two Colonies. 


Supply continues to exceed demand foz 
US notes and drafts and TT New York, 
but for gold import requirements, is 


neglected as before, Highest and lowest 
rates resp, for Jan, 2 to 10; notes 495— 
485; drafts 498—492; TT 508—500. The 
cross rate, highest and lowest, for the 
period were US$ 3.20 and 3.15 for i 5 
and around US$ 3.21 for drafts. The dif- 
ference in the rates for TT and drafts has 
become negligible. 


Merchant demand for US goods remains 
slack in view of the difficulties to dispose 
of the acgumulations of commodities in 
local godowns and also because of reports 
coming here from South China places 
revealing the further decrease in the pur- 
chasing power of the masses. Even the re- 
laxation of Chinese import embargoes will 
not greatly improve the position; ‘only the 
active promotion of exports of China pro- 
duce may alleviate the present slump in 
China, Importers of US goods are there- 
fore not so much depending on the lifting 
of certain Chinese import embargoes but 
on the improvement of the Chinese export 
position. However, the intention of Nan- 
king to appropriate as high as possible a 
percentage of Chinese exports to 
itself may, if successful, throttle all com- 
mercial efforts at increasing trade with the 
Chinese people. 


Bank Note Markets 


Piastres ruled firm at around $ 12 (Ideo 
notes, now out of circulation, quoted $8.40 
per 100 piastres); total sales on spot mar- 
ket’ (exchange) for 10 trading days of 
January: I.C. $ 6,730,000, Imports from 
Haiphong caused more inquiry for piastres 
but simultaneously new notes from Saigon 


have arrived here and are offered in the 
market. 


Baht and Nica guilders were on the easy 
side last week. Pound notes found good 
buyers at rates which are unchanged at 
around $ 1344. The New York free mar- 
ket, selling pound notes around US$ 2.50/ 
2.60, discounts Bank of England notes by 
about 35%, while here pound notes are 
selling at a discount of only some 15%. 
Larger denomination notes (withdrawn 
from circulation in the U.K. and often 
under suspicion of having been forged) 
quote nominally at $ 1 to 1.50 per £ 1. 


Chinese Momey Markets. 


The general economic deterioration § in 
China has once again issued in a crisis 
which resulted in general price advances 
of commodities, shares and foreign  ex- 
change, Economic warfare under the direc- 
tion of secret service headquarters in 


January 14. 


Nanking has temporarily stemmed the tide 
but all terror now raging in Shanghai 
could not restore the value of CN$ which 
is daily more depreciated by virtue of the 
unceasing printing of ever more trillions 
of CN§, 

Local market rates follow those in Can- 
ton and Shanghai; highest and lowest 
prices for spot and forward notes were 
resp.: § 41—35; and $ 33—27. TT Shang- 
hai and Canton resp. quoted $ 27 and 
34 (lowest) per one million Chinese do!- 
lars. The premium which at present Can- 
ton dollars enjoy over Shanghai dollars 
has risen to about 20% which shows that 
there is a stepped-up flight of capital from 
Centra] to South China, 

The Hongkong notes quotations in Cantor 
moved between CN$ 27 to 30,000, spot, 
and 31 to 37,500, forward. The US$ rate 
in Shanghai opened on Jan. 2 at CN$ 
152,000, reached a high of 210,000, and 
closed last week at CN$ 181,000. 
Rehabilitation Loan of Hongkong 

Govt. 

The first issue of the $ 150 million loan 
of $ 50 million was fully subscribed on 
Jan. 9, a week in advance of the closing 
date. Most subscriptions came from trust 
funds in the Colony, a small part was col- 
lected in Singapore. 

The future issues of the Rehabilitation 
Loan will have to absorb some of the 
idle funds owned by a great many of local 
and foreign residents, The possibility of a 
premium bond issue has been discussed and 
most potential investors are in fayour ot 
such issue. The proceeds of one or more 
future issues of the loan may. be allocated 
for such important construction works as 
the airport, harbour modernisation, hous- 
ing construction, acquisition of military 


and naval lands in Hongkong and Kow- 
loon. 
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DIVIDEND OF HONGKONG & 
SHANGHAI BANKING CORP. 


The Directors of The Hongkong 
and Shanghai Banking Corpora- 
tion announce that out of the 
profits of the Bank for the year 
ending December ,31, 1947, a final 
dividend of £8 per share (nett 
after deduction of Hongkong Cor- 
poration Profits Tax) will be paid 
leaving a balance of approximate- 
ly $3,300,000 to be carried for- 
ward. The. sum of $2,000,000 has 
been written off Bank Premises 
Account. The accounts are still 
‘subject to audit. 


HONGKONG UNOFFICIAL EXCHANGE RATES (IN HK$) 


. ee bet peel ., sae 

an, WwW 1g 

3 ge 300% «| 40 SO 
6 322% 314% 41 40% 
7 322% # £3ii 39% 837% 
8B 317% 312% 387% 35 
9 314% 308% 36% 35% 
10 312 308% 38% 386% 


CN$ (per one million) 


Forward S’hai Canton USS (per 100) Pound 
High Low TT. ‘Tt. Notes Draft T.T. I.C$ Guilder Baht Note 
33 31 31% 36% 492 497 505 11% 27% 27 13% 
32% 31% 31% 36% 493 498 507 11% 27% 27 13.4 
31% 28% 30% 35% 492 498 506 12 27% 27. 13.4 
29% 27 27% 3414 495 496 504 12 27% 26% 13.4 
30% 28% 27% 84% 485 495 503 12 28 26% 13.4 
31% 30% 31 87% 490 492 502 12 28 26% 13.4 
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HONGKONG STOCK & SHARE MARKET 


The bullish sentiment permeating the 
market the previous week continued: 
anew at the opening of business for 
the week, January 5th to January 9th, 
in increased volume. At the middle of 
the week there was a respite resulting 
in the paring off of many gains. The 
dip, however, was not productive of 
much business, and despite this the 
total volume for the period touched the 
$3 million mark. 


At the close prices were noticeably 
steadier and slightly above the lows for 
the week. Market observers opine that. 
it is strong evidence of the underlying 
strength of the market. Furthermore, 
it signifies that near term trend is up- 
ward, possibly with intervening dips. 


Highlighting market news for the 
week was the announcement of the 
Directors of the Hotels Company of 
their intention to recommend at the 
forthcoming ordinary yearly meeting of 
the Company a bonus to shareholders. 
of $2 per share, arising from the 
profits of the sale of the Palace Hotel. 
The market’s reaction appeared un- 
favourable judging by the price of the 
shares, which declined to sales at .24% 
at the clese. In wew of the fact that 
the last annual meeting was not held 
antil late in 1947, it was disappoint- 
ing that the Directers in making the 
announcement did not seize the oppor- 
tunity to give an indicatidn of the ap- 
proximate date of the “forthcoming” 
one. 


Other important news marketwise 
was the closing of subscriptions to the 
offer of $50 million 34% Rehabilita- 
tion Government Loan which was fully 
subscribed a week vrior to the closing 
date 15th January, and the further de- 
cline in CN$ which caused a harden- 
ing in prices of all Shanghai Stocks 
quoted in the local exchange, in addi- 
tion to outport purchases of shares of 
local Companies. 


The Felix Ellis price index of twelve 
representative, active loca] stocks show- 
ed a net gain of .23 compared to the 
close of the previous week. Day-by- 
day his averages were: Jan. 5—146.48; 
Jan. 6—146.63; Jan. 7—146.69; Jan. 8 
—146.36; Jan. 9—146.17. The high and 
low for 1947 were 155.82 and 123.88 
respectively. The low for 1948 was 
145.94 on Jan. 2, and the high 146.69 
on Jan. 7. 


BANKS: Sales were reported in H.K. 
BANKS at 2,000, 2,020 and 2,040. 

INSURANCES: Business was done 
in UNIONS at 760, 770, 775 and 780, 
and in H.K. FIRES at 305. 

SHIPPING: WATERBOATS Old had 
sales at 48, 47 and 47%, and New at 
45%. and 44%. 

DOCKS & GODOWNS: Business: was 
reported at the following prices: H.K. 
DOCKS at 35, 36, 36%, 36, 30, 36 and 
34%; PROVIDENTS at 23%, 24, 23%, 
23% and 23%; S’HAI DOCKS at 17%, 


HOTELS & LANDS: Business was 
done at following prices: HOTELS at 
24%, 25%, 25%, 25, 25.15, 25%, 25%, 
25, 244%; H.K. LANDS Old at 84; New 
at 80, 79% and 79; HUMPHREYS at 
29% and S’HAI LANDS at 5, 4.90, 5 
and 5%, 

UTILITIES: In this section transac- 
tions were as follows: H.K. TRAM- 
WAYS ait 24%, 24%, 24% and 24%; 
STAR FERRY at 125; CHINA LIGHT 
Old at 20%, 20.90, 21, 20%, 20%; 
CHINA LIGHT New at 16% and 16%; 
ELECTRICS Old at 53, 58%, 53%, 54, 
52% and 51%; New at 51%; TELD- 
PHONES Old at -40. 

INDUSTRIALS: Business was done 
in CEMENTS Old at 31%, 31%, 31%, 
New at 32%; ROPES at 20; DAIRY 
FARM at 62, 6144, 62 and 61%, Rights 
at 41; WAT'SONS at 70, 69, 70, 69% 
and 70%. 

STORES: Business in this section 
was reported as follows: CHINA EM- 
PORIUM at 12.80; KWONG SANG 
HONG at 200; WING ON at 1380, and 
SINCERE at 8.10, 8.30, 

MISCELLANEOUS: Business was 
done in H.K. MINES at .03, and in 
CHINA ENWERTAINMENT at 35%. 

COTTONS: EWOS had transactions 
at 13%, 13.90, 18%, 14 and 14%, 


HONGKONG STOCK EXCHANGE 
TRANSACTIONS 


for the week ended January 9. 
Total sales amounted to $3,058,516. 


Name of Highest Lowest Sales 
Stock Price Price 

H.K. ‘Bank .. 2,040 2,000 5C 
Union Insur. .. 775 760 97 
H.K. Fire Ins. 305 305 20 
Docks Scher Se 86% 34% 4,047 
S’hai Docks 17% 17% 305 
Providents a6 24 238% 7,000 
Waterboat, O. .. 48 47 1,190 
Waterboat, N. .. 45% 44 600 
Hotels Oo aes 25% 24% 17,700 
Fands, O258) . 4) 84 84 500 
Lands.-=Nz 3 i¢ 8. 80 79% 1,150 
Humphreys ae 291% 29% 1,200 
S’hai Lands 5% 4.90 12,750 
Trams sotealete 25 24% 5,000 
Star Ferrys .. 125 125 800 
Electrics, O. .. 54 51% 11,900 
Electrics, N. .. 51% 51 1,932 
Lights, O. as 21 20% 4,800 
Lights, N. a 16% 16% 1,958 
Telephones. O. .. 40 40 100 
Cements, O. .. 31% 31% 2,000 
Cements, N. .. 32% 32% 500 
Ropes ir tt 20 20 500 
Dairy Farm .. 62 61% ©5000 
D.F. Rights .. 41 41 636 
Watson Seam e lead 70 68 500 
Ewos .. es 14% 13% 10,100 

Other sales included: 1.000 China 
Emvoriums at $12.80; 1,400 Sineeres 


at $8.10; 180 Wine On at $130; 20.000 
H.K. Mines at $0.08: 20 Kwong Sanz 
Hone at $200; 800 Fntertainments at 
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SHIPPING REVIEW. 


HAZARDS OF SHIPPING IN SOUTH CHINA 


Coastal and inland river shipping in 
South China has greatly deteriorated dur- 
ing the last few months. The activities of 
organised and large gangs of pirates have 
grown in scope and paralysed an increas- 
ing number of water communications cs- 
pecially along the rivers in Kwangtung and 
Kwangsi as well as along the western and 
eastern strips of the coast of Kwangtuny. 


In addition to these dangers there has 
been growing the anti-Nanking movement 
under the guidance of the Communist party 
who have established hundreds of new cells 
along the coast and its immediate hinter- 
land, Extortionate demands for either pro- 
tection money or contributions of one sort 
or another are tending to disrupt still more 
communication lines. Merchant shippers 
have always paid certain amounts to 
pirates and bandits ashore but demands 
have become® ever bolder and there ap- 
peared during recent months the tendency 
on the part of the Communist led and or- 
ganised groups in South China to cripple 
water transportation for the sole purpose 
of harming the economy of, South China, 


Since it is a fact that, especially since 
the appointment of Dr. T. V. Soong as 
Governor of Kwangtung and Commander 
of the troops in the Kwantung-Kwangsi 
sector, the Nanking Govt. has planned to 
build up South China into its redoubt and 
into a secure base from where to attempt 
the re-unification of the country, it had 
to be expected that the Communists will 
try in time to frustrate such aims. The 
spread of terror and insecurity is one of 
the means by which the anti-Kuomintang 
forces in South China are counteracting 
the strategy of Nanking, 


The intensification of this campaign and 
subsequent disruptions in land and water 
communications in Kwangtung, Kwangsi, 
Kweichow and Hunan must be anticipated. 


It is only. a few days ago that some 
Chinese naval combat ships have arrived 
in Canton (Whampoa) and gun_ boats 
started: to patrol, with more system than 
ever before the lower Pearl River delta. 
The meagures taken so far are inadequate 
and merchants and shippers. feel as in- 
secure as before; many have already made 
their kind of peace with pirates and 
brigands paying to them such tributes as 
can be borne. bythe traffic. The more 
politically: inspired saboteurs, however, are 
not so easily placated and may eventually 
bring to.a stop most river communications. 


It seems that Nanking is quite impotent 
to guarantee the people living under its 
jurisdiction: in Kwangtung safety of water 
transportation . and ll its high-sounding 
declarations and promises have not been 
implemented. Official reports speaking of 
naval reinforcements and the stationing of 
‘Nationalist traops.in danger zones or send- 
ing of gun boats and other armoured cratt 
to the critical areas have, to say the most 
charitable, proved to be very “premature.” 


If there are not many more piracies com- 
mitted than come to the notice of the pub- 
lic it is because of the regular tributes 
which are paid by most small and a fair 
number of big shipping firms in Hongkong, 
Canton and other cities on the coast and 
along the rivers. Every coastal trip is a 
risky business; ships going from Hong- 
kong to Swatow have to pass two to three 
centres of South China's well armed and 
equipped pirates (particularly Bias Bay, 
Swabue island, Haimung bay); ships leav- 
ing here for Tsamkong (Kwangchow-wan) 
are threatened by pirates in the Deep Bav 
area and venturing into an area which is 
partly under Communist control (large 
parts of Luichow peninsula are under the 
so-called people’s liberation army which 
is closely connected with those Communists 
who are in control of more than half of 
Hainan). 


River shipping up the Pearl (Canton) 
River has been largely suspended over 1% 
months ago and only those shipping com- 
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panies who are either connected with the 
brigands or otherwise pay tribute to them 
continue with irregular services. The 
movement of exports and imports is, of 
course, greatly hampered. by the partial 
paralysation of river transportation quite 
apart from the trade restrictions enforced 
by Nanking, 


The situation in southwestern Kwangsi 
has much deteriorated during the last 2 
or 3 months with an increase of Com- 
munist activities in that part of South 
China, River and highway communications 
are, in that area, no longer under the con- 
trol of the Provincial Govt which disposes 
of far too small a, garrison force to chal- 
lenge the various opponents, be they Com- 
munists or proper bandits, Already west of 
Wuchow (Tsangwu) the hazards of land 
and river ,communications are menacing, 
It is impossible to dislodge the “soutnwest- 
ern Kwangsi regime” from the wide area 
which they now occupy and wher2 they 
have established themselves withont mili- 
tary operations on a major scale. 


HONGKONG’S SHIPPING REPORT FOR 
DECEMBER 


Recording a drop of 51,111 tons 
or about 4 percent over the  pre- 
vious month the total tonnage 
of ocean-going and river ships 
that called on and left the Colony 
during the month of December amounted 
to 1,846,819 tons. The sea-going vessels 
numbering 409 aecounted for 1,124,801 
tons, and 548 river steamers accounted 
for the remaining 222,018 tos.. 


Since the last week £ November ship~ 
ping services alone the Pear] River be- 
tween here and Canton have been con- 
siderably curtailed owing to the with- 
drawal of many regular boats from the 
route due to threats of bombing by 
terrorist gangs operating from Chinese 
territory. On the average only three or 
four trips to and from Canton were 
maintained weeklv by local shipping 
firms throughout December. Most of 
the ships withdrawn from the Canton 
River were fully utilised on the Hong- 
kong-Macao run which has been serviced 
by at Jeast 10 ships daily. Practically 
every hour in ‘the day there is now a 
passenger boat leaving for the Portu- 
euese port. Business did not require 
the heavy additions to the regular Macao 
run but there was hardly any other use 
for the many river shins which were 
scared away from the Canton River. 


As a result of the increased services 
between here and Macao, river traffic 
on the whole showed an improvement of 
27,584 tons ‘or 14 percent in the current 
month when compared with November. 
British vessels aggregating 177,296 tons, 
or 79.8 percent of the total river bottoms 
recorded in December, made 331 ‘trips, 


while Chinese craft totalling 44,511 tens 
or 20.1 percént negotiated 216 trips. In 
December, one French vessel of 221 tons 
made a trip to Macao, accounting for 


the remaining 0.1 percent the ri 
traffic in the month, Ss Ba 


Chinese river boats in December made 
216 trips against 167 trips in the 
previous month. The total tonnage of 
Chinese craft employed on the river ser- 
vice increased from 83,400 in November 
to 44,511 tons in December (up 17%). 


Ocean Shipping. 


In the ocean shipping services during 
December British ships maintained the 
leading position with 466,216 tons or 
41.4 percent, followed by American ves- 
sels with 259,417 tons or 23.1 percent. 
Dutch steamers took third place with 
94,870 tons or 8.4 percent, followed close- 
ly by the Norwegian flag with 92,186 
tons or 8.2 percent: Chinese craft ranked 
fifth with 66,540 tons or 5.9 percent. 
The remaining 145.572 tons or 13 percent 
of the total tonnage of sea-going ships 
recorded in December were taken up 
by ships of Danish, (French, Hondurian, 
Panamanian, Portuguese; Swedish, 
Philippine, U.S.S.R.. and:.Greek flags. 


with 259,417 tons or 19.2 percent, 
Chinese boats third with 111,051 tons of 
8.2 percent, Dutch ships fourth with 
94,870 tons or 7 percent and Norwegian 
ships fifth with 92,186 tons or 6.8: per- 
cent; ships of other nationalities were 
responsible for the remaining 145,7% 
tons of 11.1 péercent.. : 
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European shipping, excluding British 
and Russian flags, amounted to 303,233 
tons or 27 percent of the total bottoms 
recorded in the month. The total ton- 
nage of sea-going shipping in December 
“dropped against November by 78,695 
tons or 6.5 percent. 


Ocean and river tonnages taken to- 
gether, British vessels also ranked first 
accounting for 648,512 tons or 47.7 per- 
cent. American steamers were second 


Commercial! Cargo. 
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which was 2.4 percent or 2,456 passen- 
gers less than November. Arrivals by 
river boats were 24,629 and by sea-going 
vessels 26,216; departures were by river 
same 24,736 and by ocean-going craft 


Bunker Coal & Oil. 


The 957 vessels bunkered 11,764 tons 
of coal and 13,660% tons of oil; the 
former loaded 1,916 tons of eoal and 
1,749 tons of oil and the latter 9,848 
tons of coal and 11,911% tons of oil. 


The 409 ocean-going steamers carried : ARRIVALS 
into and out of the Colony in December Junks & Steam Launches. Tonnage Tonnage 
a total of 228,258 tons (deadweight) of of Cargo 
commercial cargo excluding Government | In December 228,542 tons of trading Junks 109,578 35,274. 
and H.M. Forces stores. When com- junks and launches under 60 tons each Launches - 5,145 121% 
pared with the previous month the total entered from and left for South China 
tonnage of commercial cargo showed a iver ports and Macao, an increase of Total 114,723 35,395 % 
drop of 47,890 tons or 17.7 percent. 11,745 tons or 5.4 percent compared with oscar sO 
December’s figures were 158,760 tons dis- the previous month. They brought in . 
charged, and_69,498 tons loaded. and out of the Colony 41,379 tons of DEPARTURES 
commercial cargo and 6,512 passengers. Junks , 108,678 5,844 
Passengers. Compared with Nov. the Dec. tonnage Launches 5,141 189% 
Altogether 98,701 passengers dis- of cargo recorded a.drop of 2,211 tons . . 
embarked and left for abroad on board or 4.1 percent, while the number of pas- Total 118,819 5,983%4 
the 957 ocean-going and river steamers sengers rose by 1,240 or 23.5 percent. 
Ce" See 
HONG KONG SHIPPING RETURNS. - 
ARRIVALS FOR THE MONTH OF DECEMBER 1947 
Passen- Passen- Passen- 
Cargo gers gers gers 
Ocean Steamers River Steamers Total River River Ocean 
Flag No. .Tonnage No. Tonnage . No. + Tonnage Steamers Steamers Steamers Total 
British Se 90 234,235 164 88,124 254 322,359 6,262 22,007 10,456 32,463 
American ious arte 22 127,743 a — 22 127,743 — — 2,615 2,615 
Chinese EA la 32 33,245 108 21,222 140 54,467 6,605 2,622 3,346 5,968 . 
Danish ea oS Oy | 26,738 a — ve 26,738 — — 7T71 771 
Dutch ey eee . 17 49,238 — _ 11 49,238" — as 6,900 6,900 
French iP 2 2,001 1 211 3 2,212 — — 8 
Greek 1 3,445 SE = 1 3,445 —. -- oe — 
Hondurian %e 1 60 — —_— i 60 == af: = 
Norwegian .. .. 20 40,668 — = 20 40,668 _ = 2,051 2,051 
Panamanian 9 20,308 — 9 20,308 _— — 28 28 
Philippine 4 7,367 25 — 4 7,367 _— — 22 22 
Portuguese 2 966 a == 2 966 = _ 16 16 
Swedish 2 5,128 = — Ze 5,128 — _ 8 8 
U.S.S.R. 2 7,236 — 2 7,236 — — — — 
Total Foreign .. 115 324,148 109 21,433, 224 345,576 6,605 2,622 15,760 18,382 
. Total 205 558,378 273 109,557 478 667,935 12,867 24,629 26,216 50,845 
DEPARTURES FOR THE MONTH OF DE€EMBER 1947 
Passen- Passen- . Passen- 
Cargo gers gers gers 
Ocean Steamers River Steamers Total River River Ocean 
Flag No. .Tonnage No. Tonnage No. Tonnage Steamers Steamers Steamers Total 
British Paw te 91 231,981 167 89,172 258 321,153 4,826 24,086 8,920 33,006 
American = ee 23 131,674 — — 23 131,674 — — 2,483 2,483 
Ginnesa, Oy... .1ae use 33,295 108 28,289 140 56,584 4,788 650 2,741 3,391 
Danish , : 7 26,737 —_ —— 7 26,737 aes = 550 550 
Dutch “ye - 10 45,632 — — 10 45,632 — —_— 6,272 6,272 
French ek: 3 3,465 == = 3 3,465 — = y) eee) 
Greek 1 3,445 _ = i 3,445 —= = bells a 
Norwegian = ve 51,518 — — égd 51,518 aa a 2,084 2,084 
Panamanian ot a 20,149 -- 7 20.149 — 19) 19 
Philippine 4 8,491 = — 4 8.491 = = _32 32 
Portuguese 2 966 —= 2 966 — _ 17 17 
U.S.S.R. 1 6,301 =) — 1 6,301 aaa see = — 
Swedish 1 2,769 — —_— 1 2,769 =a me = — 
Total Foreign 113 334,442 108 23,289 221 357,731 4,788 650 14,200 14,850 
Total 204 566,423 275 112,461 479 678,884 9,614 24,736 23,120 47,856. 
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Of the passengers 1,328 were arrivals — 
and 5,184 were departures 


In December 896 junks, boats, launches 
and other types of craft were granted 
licenses) by the Harbour Office; these’ 
included 15 motor junks and 48 steam 
launches and motor boats. ; 


Following are the returns. of motor 
and sailing junks and launches under 
60 tons each engaged in foreign trade 
in December: 
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CHINESE SHIPPING RETURNS FOR THE 
FIRST TEN MONTHS OF 1947 


Total tonnage recorded at all Chin- 
ese ports during January to October 
1947 for vessels entered and cleared 
(excluding junks) amounted to 14,897,- 
000; including junks the total was 16,- 
121,000. In October shipping returns 
showed a slight improvement compar- 
ed to the previous figures. The month- 
ly average (for 10 months) of all 
Chinese ports (1,489,000) is about 10% 
higher than Hongkong’s monthly aver- 
age; showever, Shanghai shipping re- 
turns are only about 66% of Hong- 
kong’s. 


The leading ports after Shanghai 
(which accounts. for 50% of total ton- 
nage, in and out) are Canton and Kow- 
loon (i.e. the Customs stations at the 
borders of the British Colony) which 
each about 9%, followed by Swatow 


with 6%, Amoy 5%, and Lappa (i.e. 
the Customs stations in the vicinity of 
the Portuguese Colony) with almost 
4%. All South China ports accounted 
for 6.4 million tons or about 40% of 
China’s total inward and outward ton: 
nage for Jan. to Oct. 


The American flag remained at the 
top with about 30% of total shipping 
recorded by China, followed by the Bri- 
tish flag with 26%. Chinese vessels, 
excluding junks, aecounted for about 
17% of the total; the average tonnage 
of ships of Chinese nationality was 
only around 900. Norwegian ships 
were on fourth place with the Nether- 
lands flag following; each accounting 
for about 5% of the total tonnage. 
Danish and Japanese ships, each with 
over 3%, were on the sixth and seventh 
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place. They were followed by Pana- 
manian, Philippine, Swedish and Soviet 
flags. 


Comparisons with pre-war figures show 
the enormous decline in China’s trade and 
shipping in the past year. In 1936 over 45 
million tons of shipping entered Chinese 
ports and cleared for abroad while almost 
100 million tons were recorded for cvast- 
wise shipping. The leading Chinese ports 
before the war were (with approx. per- 
centages following):—Shanghai 32% ot 
total tonnage, Canton 12 to 13, Swatow 
8—9, Tsingtao 7% to 8, Tientsin 5% io 6, 
Amoy 5 to 6, Chinwangtao 4, Kowloon 
4%. 


British shipping (in foreign trade) took 
the first place with about 36 to 37% of the 
‘otal, followed by Japanese flag with 19 to 
20%. Third ranked Chinese vessels (excl. 
junks) with about 8 to 9%, followed by 
Norwegian 5% to 6, American 4% to 5, 
German 414, Dutch 34%. 


VESSELS ENTERED FROM AND CLEARED FOR ABROAD 


By Ports. 
October, 1947 January-October, 1947 
Port Total Entered Cleared Total Entered Cleared 
No. Tons No. Tons No. Tons No. Tons No. Tons No. Tons 

Newchwang ah ks — — —_— —- — — iv 260 1 260 — _ 
Chinwangtao -_.? 12 34,420 6 15,868 6 18,552 148 466,801 79 238,386 69 228,415 
Tientsins eee a) Ars 14 34,029 8 16,323 6 17,706 108 831,774 51 161,276 57 170,498 
msinstao: sta) as) ae 2 8,792 1 4,396 1 4,396 63 195,820 30 86,594 33 109,226 
Shanghai 223 875,425 117 452,541 106 422,884 2,210 8,661,299 1,141 4,381,551 1,069 4,279,748 
Foochow .. 4.0 2: 9 .n 8 11,611 4 6,349 4 5,262 18 136,298 85 64,065 43 712,233 
Amoy BOM eh RSs. or 43 115,164 23 60,525 20 54,639 316 800,238 167 417,793 149 382,445 
Maipehiowis aise eq Ek 18 50,905 10 26,855 8 24,050 141 368,724 66 177,909 75 190.815 
Painanw os Ali tas 7 24,474 4 138,297 3° 1177 82 295,912 40 141,098 42 154,814 
Swatows 2 ieee) “Areas: 59 95,585 27 47,366 382 48,219 1,002 966,029 545 480,834 457 485,195 
Canton tae. ein 870 184,007 449 90,848 421 93,159 7,119 1,483,126 3,623 714,092 3,496 719,034 
Kowloon .. 2,008 124,418 1,005 62,789 1,003 61,629 21,344 1,421,241 10,802 747,200 10,542 674,041 
Lappa Ke 2,251 110,222 1,117 49,789 1,184 60,483 14,366 607,351 7,322 302,678 7,044 304,673 
Nanning Aqgsm > es ine a — — —_- — — 165 53,519 76 26,877 89 26.642 
TAiChOW se Sk has 10 6,478 5 8,239 3 3,239 813 382,995 407 193,823 406 189,172 

Total . 5,525 1,675,530 2,776 850,185 2,749 825,345 47,956 16,121,387 24,385 8,134,436 23,571 7,986,951 

By Flags. 
October, 1947 January-October, 1947 
Flag Total Entered Cleared Total Entered Cleared 
No. Tons No. Tons No. Tons No. Tons No. Tons No. Tons 

American 176 553,592 88 276,779 88 276,813 1,832 4,665,762 710 2,369,808 672 2,295,954 
British 177 = 338,481 94 180,284 83 158,197 2,112 3,831,402 1,062 1,920,661 1,050 1,910,741 
Chilean Lee ee Sie | 1,925 — — 1 1,925 | 1,925 _ _— 1 1,925 
Chinese (excl. Junks) 3,152 274,823 1,578 141,516 1,574 183,307 26,766 2,462,008 13,601 1,289,905 13,165 1,172,103 
Chinese Junks 1,909 144,341 960 67,257 949 177,084 16,348 1,224,357 8,350 614,094 7,998 610,263: 
Danishe oe oc 9 26,928 5 14,992 4 11,936 120 481,939 58 227,251 62 254,688 
French — = — — = — 12 80,630 6 40,315 6 40,315 
Greek — — — — — — 2 8,760 1 4,380 1 4,380 
Italian — — — — — — 2 7,314 1 3,657 1 3,657 
Japanese 12 832,350 6 15,868 6 16,482 163 466,036 82 230,317 81 235,719 
Netherlands 21 119,473 10 59,459 11 60,014 170 835,450 85 423,280 85 412,170 
Norwegian 30 60,904 14 29,295 16 31,609 443 889,441 215 437,893 228 451,548 
Panamanian 13 65,427 7 33,356 6 32,071 102 463,138 51 230,007 51 233,131 
Philippine 8 18,694 4 9,347 4 9847 110 229,510 52 113,464 58 116,046 
Portuguese —— — — — — — 16 25,818 38 12,909 38 12,909 
Swedish 6 18,061 8 9,615 3 8,546 69 226,875 34 111,660 35 115,215 
US.S.R. 3 819382 2 6,156 1 2TiG 35 118,330 18 60,855 17 57,475 
Others 8 11,599 5 6,361 3 5,238 43 102,692 21 43,980 22 58,712 

Total 


eee eee 
5,525 1,675,530 2,776 850,185 2,749 825,345 47,956 16,121,387 24,385 8, 


134,436 23,571 7,986,951 
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THE SITUATION IN THE FEDERATION 


OF 


Restoration of peaceful conditions in 
the Federation of Indo-China is now 
imminent and the economic progress of 
this large country will subsequently de- 
velop this year into a great factor of 
Far Eastern and world rehabilitation. 
The former Emperor of Annam, Bao 
Dai, is expected to return to his native 
country where he will establish a con- 
stitutional monarchy, a state within the 
Federation of Indo-China, and a part 
of the French Union. The new con- 
stitutional monarchy of Viet-Nam under 
Bao Dai is to comprise the states of 
Tonkin and Annam and prob- 
ably at some later date also ihe state 
of Cochin-China (at present an autono- 
mous republic). 


The Federation of Indo-China consists 
now of 5 states, viz. Tonkin and Annam 
or the Viet-Nam Republic; the repub 
lie of Cochin-China; Cambodia, a con- 
stitutional monarchy; and Laos, a con- 
stitutional monarchy. 

The total area of Indo-China is sap- 
prox. 285,000 square miles with a popu. 
lation of about 25 million (viz. 18 mil- 
lion Viet-Namese, 8 million Cambodians, 
1% million Laotians, about 142 million 
other indigenous people; 42,000 
French, 1,000 other Europeans; 520,000 
Chinese, 6,000 other Asiatics.—Military 
forces not included). The distribution 
by states is as follows:— 

Area in sq.miles population 
in millions 


PONMAN: gacisueisicse « 40,330 9.9 
Annem 4) oe... 56,970 6.2 
Cochin-Ching ..... 26,470 4.6 
Cambodia ...... 67,550 3.0 
TEAOS Ayers Fe ae cas 89,320 1.5 


CHINESE PORTS 


Relative position of Ports according 
to .the Value of Merchandise handled 
for January to October 1947. In Per 


Centum of total Import & Export 
Values. . 

Port Imports Exports 
Chinwangtao 2.64 4.03 
Tientsin 4.09 10.81 
Tsingtao 1.60 3 bast ik 
Shanghai 74.05 34.08 
Foochow 0.06 0.24 
Amoy .. 0.26 0.43 
Taipeh 0.30 1.58 
Tainan 0.15 2.28 
Swatow 1.55 2.05 
Canton 3.73 11.83 
Kowloon 10.22 27.58 
Lappa 0.82 0.49 
Kongmoon 0.09 0.33 
Wuchow — 1.62 
Nanning 0.07 0.07 
Luichow 0.12 0.79 
Kunming 0.01 0.30 
Tengchung 0.20 0.31 
Sinkiang 0.04 0.06 

Total 100.00 100.00 


INDO-CHINA 


The French High Commissioner for 
Indo-China is M. Emile Bollaert who 
was appointed to his office by the 
French Government on March 5, 1947. 


Production in Indo-China. 


Indo-China is divided into three main 
economic areas:—(1) The territory tri- 
butary to Saigon (Cochin-China, Cam- 
bodia, Southern Laos and Annam south 
of Cape Varella), which, apart from 
the fisheries on the coast and the interior 
lakes, is almost entirely agricultural, 
being one of the great rice regions of 
the world. (2) The region tributary to 
Haiphong (T'onkin and the three north- 
ern districts of Annam), which is de- 
voted to agriculture, mining and manu- 
facture. (3) Central Annam (the re- 
gion between Porte d’Annam and Cape 
Varella), with Tiourane as the principal 
port, which is mainly agricultural, but is 
not a great rice-growing district; its 
main exports are cinnamon, sugar, tea, 
maize and manioc. High mountain 
ranges in the north provide valuable 
tropical hardwoods, bamboo, lacs, herbs 
and essential oils. Fishing is a second- 
ary but important native. occupation. 
Fish forms a major article otf diet, 
while a considerable surplus is exported 
to neighbouring areas. The minerals of 
Indo-China are (in :netric tons) : anthra- 
cite (output in 1939, 2,615,000), zinc 
(5,867), tin (1,491), manganese (320). 


1.) THE VIET-NAM. 


The Viet-Nam comprises Tonkin and 
Annam and parts of Cochin-China. The 
majority of the people now living in 
these areas are of Viet-Nam (Arnam- 
ite) race and speak the Viet-nam lan- 
guage. There are indigenous minvrities 
living in Viet-Nam. Tine Annamite or 
Viet-Nam people originally concentrated 
in Tonkin and north Annam but pro- 
gressively colonized southern Annam 
(previously known as_ kingdom of 


Champa) and  Cochin-China which 
was a province of the King- 
dom of Cambodia. In our days 
the Viet-Namese inhabit mainly 
the deltas of the Red River (lower 
Tonkin) and the Mekong (Cochin- 


China) and also the coastal strip along 
the Annamite Chain. 


The Viet-Nam experienced, after the 
Japanese capitulation, a long period of 
famine and anarchy. In the end a gov- 
ernment succeeded in establishing itself 
at Hanoi, under the presidency of Ho 
Chi-minh, leader of the ‘Viet-Minh’ 
formed by the fusion of the Indo-Chinese 
Communist Party and various national- 
ist elements. 


In March, 1946, an agreement was 
signed by President Ho Chi-minh and 
M. Sainteny, representing the French 
High Commissioner, which recognized 
the Viet-Nam as a ‘Free State within the 
framework of the Indo-Chinese Federa- 
tion and the French Union.’ The agree- 


ment provides that the people of Cochin- 
China shall decide by a referendum 
whether they wish to be included in 
the republic of Viet-Nam. Until this 
referendum takes place, Viet-Nam con- 
sists of the territories of Tonkin and 
Northern Annam. 


Tonkin. 


This territory, brought under France’s 
protectorate in 1884, has an area of 40,- 
530 square miles, and is divided into 23 
provinces and 4 militaary territories, 
with 10,101 villages and a population 
in 1942 of 9,920,000. The chief town 
is Hanoi, which, on January 1, 1902, be- 
came the capital of Indo-China, instead 
of Saigon. 


The chief crop is rice (total produc- 
tion, 1942, 1,882,200, tons, which is 
normally sufficient to feed the popula- 
tion). Other products are maize (pro- 
duction, 1942, 100,000 tons), arrowroot, 
sugar cane, coffee, tea (6,500 tons), 
various fruit trees and tobacco (2,200 
tons). A large quantity of raw silk is 
produced annually, most of which is 
used in native weaving and the remain- 
der exported. There are rich limestone 
quarries, calamine and_ tin-mines and 
alsc rich hard coal-beds. 


1941:—Imports 98,100 tons; Exports 
1,747,200 tons. 


Chief imports are tools and machin- 
ery, yarn and tissues, beverages; chief 
exports, iron, coal (monthly export in 
1939, 148,500 tons), rice, maize, cattle, 
tea, various essences for perfumery, 
castor oi] and lac oils for ship-bottem 
paints. The principal port is Haiphong. 
A: the port is silting up, it is planned 
to build a new port at Along Bay. 


Annam. 


French intervention in the affairs of 
Annam, which began as early as 1787, 
was terminated by a treaty, signed 1884, 
by which a French protectorate has been 
established over Annam. The King Bao 
Dai, born in 1913, succeeded to the 
throne 1926; he abdicated when the 
Japanese capitulated. A Chamber of 
representatives of the people was estab- 
lished in 1926. Annamite functionaries, 
under the control ‘of the French, ad- 
minister the internal affairs. The area 
of the protectorate is about 56,973 square 
miles, with a population in 1939 of 6,- 
211,228. There were 2.827 Europeans, 
637,990 Mois, 15,230 Chinese and 121 
Indians in 1939. The population is 
Annamite in the towns and along the 
coast, and consists of various tribes of 
Mois in the hilly tracts. 


Rice is the most important product. 
Others are cotton, maize and other 
cereals, the areca nut, mulberry, cinna- 
mon, tobacco, sugar, betel, manioc, bam- 
boo; excellent timber abounds, also 
caoutchouc, cardamoms, coffee, dye and 
medicinal plants. Raw silk is produced. 
There are about 953,0000 head of cattle 
in Annam, and cattle rearing is of some 
importance. There is a gold-mine in 
the province of Quang-nam, worked by 
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a French company. Copper, zinc, coal 
and iron ore are also found in vanious 
districts. In North, Central and South- 
ern Annam there are salt works. The 
chiet' imports are cotton-yarn, cottons, 
tea, petroleum, paper goods and tobacco; 
chief exports, sugar, rice, cotton and 
silk tissues, cinnamon, tea and paper. 
Imports (1941) 4,300 tons, Exports 30,- 
200 tons. Tourane is the main port and 
Hue the capital. 


2.) CAMBODIA. 


The French Protectorate was establish- 
ed in 1863. Until the constitution of 
the Federation of Indo-China has been 
settled, relations between France and 
Cambodia are governed by the modus 
vivendi signed on Jan. 7, 1946, between 
the French Commissioner and Prince 
Monireth, Prime Minister of Cambodia. 


Area, 67,550 square miles; population 
(1936) 3,046,432, of whom 2,023 were 
Europeans (excluding military forces), 
191,094 Annamites, 105,710 Chinese 2,- 
594,000 Cambodians. 73,465 Malayans and 
Chams, 19,837 Laotiams and 53,762 vari- 
ous races. The present King Sianouk 
succeeded 1941. In Nov., 1945, Cam- 
.bodia was granted internal autonomy. 
The country is divided into 14 provinces. 
Phnom-Penh is the capital of the terri- 
tory. 


In the first general: elections, held in 
Sept., 1946, the Democratic party, which 
favours a constitutional monarchy on the 
British model, obtained 50 seats, the re- 
maining 19 going to the Liberal party 
which wishes to retain more power in 
the hands of the King. 


The soil is fertile, but only a part of 
it is under cultivation owing to shortage 
of labour. ~The chief product of Cam- 
bodia is rice, which. is exported by way 
of Cholon, where the rice is milled, and 
Saigon, where it is shipped. Amongst 
the other products are tobacco, kapok, 
ectton, pepper, maize, palm sugar, rub- 
ber and silk. Pepper is especially grown 
in the provinces of Kampot and 


Takeo. Rubber is cultivated on 
basaltic red -soils and _ plantations 
over an area of about 68,000 


acres.- Production in 1939 was 19,000 
tons. The output of -rice varies be- 
tween 1,000,000 and 1,300,000 metric 
‘tons a year; about a quarter is exported. 
Cattle-breeding is a flourishing native 
industry. Otther native industries are 
weaving of silk and cotton, pottery and 
making of rush mats. There is a cotton- 
ginning mill and rice-mills at Phnom- 
Penh, and a silk factory at Kampot. 
Valuable forests cover an area of about 
20,000,000 acres. | Phosphate is the 
principal mineral, but not worked very 
extensively.. There are also precious 
stones and jet workings. The overflow 
of the Mekong River fills up the Great 
Lake,. which occupies the’ middle of 
Western Cambodia. With the low-water 
season the lake slowly empties and 
eaves innumerable ponds on the ground 


it covered during the high-water season. 


‘These ponds are filled with an enormous 
quantity of fish suitable for salting and 
smoking. This is the principal native 


. ineluded 
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industry. The imports comprise salt, 
beverages, textiles, chemicals, cigarettes, 
iron; the exports comprise rice, salted 
fish, pepper, maize, cotton, tobacco, fish- 


oil, palm-sugar, sticklac, kapok, wood, 
resin, hides and cattle. 
Cambodia possesses two little sea- 


harbours, Kep and Ream, both on the 
Gulf of Siam and connected to Bangkok 
by the steamers of the Siam Steam Navi- 
gation Company. 


3.) LAOS. 


The territory has been under French 
administration since 1893. It has an 
area of 89,320 square miles and in 
1946, the population was estimated to 
be 1.5 million, The inhabitants are Bud- 
dhist in culture and religion. Important 
ethnical minorities are distributed over 
the territory. After a long period of gov- 


ernment by direct administration, the’ 


status of Laos has been re-defined by 
a provisional agreement signed with 
a provinsiona]l agreement signed with 
France on 26 August, 1946. By virtue 
of this agreement North and South Laos 
are amalgamated into a single state 
under the Luangprabane dynasty. The 
kingdom of Laos is a democratic state 
endowed with administrative autonomy; 
a parliament will be elected by indirect 
universal suffrage. The government ad- 
ministers the country with the help of 
French counsellors. The kingdom is 
divided into 10 provinces 


The crops cultivated are rice (about 
450,000 metric tons in 1944), coffee and 
tea, citrus fruits, stick-lac, gum benzoin, 
eardamon, China-grass, cinchona, Two 
tin mines are exploited producing about 
1,200 metric tons a year. The forests 
in the north produce valuable woods, 
teak in particular; the logs are floated 
down south on the Mekong. Northern 


-Laos and the districts near Cambodia 


and the Annamese Chain abound in 
game, and the elephant and tiger ‘are 
hunted. 


Laos has 10 aerodromes. 2 of them 
provided with the latest technical equip- 
ment—Seno and Vientiane, ports of call 
on the Saigon Vientiane air route. 


4. COCHIN-CHINA. 


Cochin-China was ceded by the King 
of Annam to France in 1862. Its avea 
is estimated at 26.476 square miles. The 
whole is divided into 21 provinces. The 
towns of Saigon, Cholon, Cantho, Bac- 
lieu and Rachgia have been formed into 
municipalities, and a special administra- 
tive division, named ‘Region Saigon- 
Cholon,’ has been created. Until 1944, 
the Colonial Council contained 24 mem- 
bers (12 French, 12 native) and the 
country was represented in France by 
1 deputy. Since ‘June, 1946, Cochin- 
China is an autonomous rrepublic, with 
its own parliament, finance and army, 
in the Federation of Indo- 
China and the French Union. 


-The Council of Cochin-China contains 
42 members. (14 French and 28 natives), 
but reforms approved by the local 


January 14. 


French authorities must be voted by the 
French Parliament. In 1987 the total 
population was put at 4,616,000, of 
whom 16,089 were Europeans (excluding 


the military forces). There were 
380,305 Chinese in 1940, of whom 
126,900 resided in Cholon. Saigon had, 


in 1940, a population of 189,750, of 
whom 10,053 were French. The town 
ot Cholon had 207,055 inhabitants, of 
whom 814 were French. 


The chief culture is rice, of which the 
production in 1942-43 was 3,075,000 
metric tons. Other crops are sugar 
cane, coconuts, betel-nuts, pepper, 
oranges, sweet potatoes, cotton, pine- 
apples, beans, etc. The farm animals 
in 1942 comprised 10,000 horses, 280,000 
buffaloes, 750,000 pigs, 230,000 cattle, 
7,400 sheep and goats. 


River and coast fishing is actively 
carried on. There ‘are 30 rice mills in 
Saigon and Cholon. In these towns 
are also 8 saw-mills, 18 soap factories, 
a, varnish factory, 10 tyre factories, 
séveral fruit and fruit-juice preserve 
factories and 5 cigarette factories. 
Commerce is mostly in the hands of 
Europeans and Chinese, but about 
25,000 Annamites are small traders. 
Imports (1941) 141,900 tons; exports 
1,188,000 tons. The chief exports in 
1938 were rice (1,077,687 metric tons), 
maize (434,000 tons), driéd and salted 
fish (26,652 tons), pepper (5,450 tons), 


copra (9,839 tons), rubber (60,080 
tons). 
SHIPPING IN INDO-CHINA 


Port of Saigon: 

For the first 11 months of 1947: En- 
tered vessels 374, tonnage 1,093,800, coin- 
mercial cargo unloaded 516,500 tons. 


“Cleared vessels 378, tonnage 1,100,200, 


eargo loaded 315,800 tons. In Novem- 

ber 1947 60 ships entered and cleared, 

registering a total tonnage of 181,800, 

discharging and loading commercial 

oerea respectively of 35,900 and 31,300 
ns. 


The pre-war (1938) monthly aver- 
ages were: vessels entered 79, tonnaye 
324,000: cleared 74, tonnage 301,000; 
merchandise discharged 43,300 tons 
loaded 142,400, tons. 


Port of Campha: 


In October 1947, 9 ships entered, ton- 
nage 14,900, and 10 ships cleared, ton- 


nage 16,600. In Sept. tonnage figures 
pit larger: entered 39.400, cleared 


Port of Haiphong: 


During months of August to Septem. 
ber shipping remained on a stable 
though reduced level when compared 
with pre-war. In Nov. 1947, 17 ves. 
sels entered, tonnage 27,300, and 18 
vessels cleared, tonnage 27,800. 
(Monthly average 1938: 519 ships en. 
tered, 206,700 tonnage, and 518 ships 
cleared, 200,800 tons.) 
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Imports in November, as recorded at 
the Customs stations of Cochin-China, 
Cambodia and Laos, amounted to a total 
tonnage of 22,400, valued 102 million 
piastres, an amount which represents 
the record so far for 1947. The in- 
crease comes almost exclusively from 
heavier imports of wheat flour (1,532 
tons, IC$1.9m.), potatoes (809 tons), 
tobacco and cigarettes (610 tons, for 
IC$4.2 million), various vegetables (268 
t.), wines (754 t.), liquors (150 t. for 
IC$2.4 m.), paper and paperware (557 
tt: for IC$3.7 m). 


Léading imports in Nov. were be- 
sides: 1,458 tons of metals, 1,080 t. 
metal goods, 633 t. machines and tools 
(valued almost 8 m.), and 238 motor 
cars valued 8% million. The_only de- 
creases noted were: yarn and piece 
goods (respectively 234 and 670 tons) 
and jute bags. 


, France remains the first country in the 
import records of Indo-China, supply- 
ing goods to a value of 59.6 million or 
58.4%. The U.S.A. follow with 25.8 
million piastres (25.8% of the total), 
countries of the French Empire follow 
with 1.8 million. 


Exports in November came up to a 
total of 19,760 tons, valued IC$61 mil- 
lion against only 16 m. in October. 
This heavy increase in exports was 
due to strong rubber shipments: 8,561 
‘ tons, valued 35.4 m. Rice and rice 
products valued 7.1 million for a total 
weight of 5.265 tons. Other leading 
exports were: fish oil 63 tons, pepper 
252 t., kapok 176 t. 


The principal buying countries were: 
France with IC$ 50.3 m. or 82.7%, fol- 
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lowed by countries of the French Union 
with IC$4.9 m., Singapore with 2.4 m., 
and the U.S.A. with 1.6 million. 


The balance of trade remains strong- 
ly in the deficit with 41.2 mfllion piastres 
in Nov. However, this monthly deficit 
was much reduced compared to the Octo- 
ber balance of 63.1 million. The con- 
siderable increase in exports of Indo- 
China produce in November was not 
only very welcome from the point of 
the bal- 
ance of trade but it was also a good 
omen for continued advance in this 
direction. (For the first 11 months of 
1947 the total adverse balance amounts 
to 1C$ 484 million. 


Indo-China Piastre. 


Official exchange rates of the Indo- 
China piastre (or dollar) as quoted by 
the Banque de 1’Indo-Chine, Saigon:— 
sélling rates in I.C.$ per foreign cur- 
rency ‘unit:—London 28.40; New York 
7.06; Hongkong 1.79; Singapore 3.85; 
Calcutta 2.14; Manila 3.51; Bangkok 
0.72; Batavia 2.68.—One Indo-China 
piastre equals 17 French francs. 


Wholesale Price Index in Saigon. 
First half year of 1939: 100. 
General Index for Noy. 1947: 1,- 

348. (For local products 1,389, and 

for imported goods 1,214). 

Cost of Living Index in Saigon. 


First half year of 1939: 100. 


Genera] index for Kuropeans in Nov. 
1946: 1,219; in Nov. 1947: 1,644. 
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General Index for middle class Indo- 
Chinese: Noy. 1946: 1,526; Nov. 1947: 
2,234. 


Industrial Production. 


Oil (only Hongay in 1947): monthly 
medium in 1988: 194,600 tons; in Oct. 
1947: 33,500 tons. 


Cement (Tonkin), monthly medium 
1988: 22,200 tons; in Nov. 1947: 11,600 
t, and for the first 11 months of last 
year 52,600 tons. 


Aleohol (Cochinchina and Cambodia) : 
in 1938 monthly medium 2.1 million 
litres; in Oct. 1947: 900,000 litres. 


Beer (Cochinchina): in Nov. 1946: 
7,300 hectolitres; in Nov. 1947: 1.3 
million hl, and for the first 11 months. 
of last year 11.2 million hl. 


Sugar (Cochinchina): 1938 monthly 
medium 981 tons; in Ny. 1947: 1,320 
t, and for first 11 months of last year 
a total of 11,221 tons. 


Salt (Cochinchina) : 1938 monthly 
medium 3,072 tons; in Oct. 1947: 201 
tons, for first ten months of last year 
a total of 2,087 t. 


Tobacco (Cochinchina): 1938 month- 
ly medium 278 tons; Nov. 1947: 230 
tons, for first 11 months of last year 
a total of 2,087 tons. 


Oxygene (Cochinchina): in Nov. 
1946 a total 9,000 evbic metres; in 
Nov. 1947: 16,600 cubic m., for first 


li months of last year 146.600 cubic 
m. 


Dissolved Acetylene (Cochinchina) : 
Nov. 1946: 2,900 cubic m., Nov. 1947 
8,800, and for first 11 months of last 
year 81,800 cubic metres. 


INDOCHINA’S IMPORTSAND EXPORTS 


IMPORTS :— 


Total. Tonnage 

Total Value~ 
Principal Countries of origin 

France : ua £ 

French Empire 

Wis. A. 

India... 

Hongkong 

N. E. I. 

France ‘ 

French Empire 

se A. F AS, RMN ince Maa OW a. 

ALES © nt ORE et OAS AE 

Hongkong 

N. E. I. 


for the Month of November, 1947 


(Only of Cambodia, Cochinchina, Laos) 
— (For the first eleven months of 1947 — 


1938 1946 

Units Monthly | Nov. Aug. 
Average ; 

1,000 T. 26.6 24.2. 15 
1,000,000 $ 10 44.7 89 
1,000 T. 5.4 1.8 5. 
4 1.4 0.1 0 
s 1.4 6.5 2. 

st 0.9 9.4 a 
a 2.5 0.9 ‘0. 

a 5.2 3.8 ; 
1,000 $ 5.3874 - 15,828 54,895 
9 438 217 1,503 

# 335 9,000. 21,367 

5 291 3,256 33 

vi 651 3,094 2,052 

i 478 1,257 864 


— 1947 — ‘ 
Sept Oct. Nov. Jan. to 
Now. 

4 14.0 17.6 22.4 178.8 
il 75.3 79.3 102.1 780.4 
3 4.7 6.0 8.6 58.9 
Ba) 9.3 0.4 0.5 9.0 
4 2.8 4.5 5.1 31.2 
— —- _ 7.4 
5 — 0.1 0.2 5.9 
6 4.3 4.1 2.3 37.7 

39,570 44,073 59,607 477,066 

1,454 1,867 1,771 20,539 

23,5381 25,340 25,842 152,747 

— — — 18,891 

1,231 369 512 13,215 

1,805 1,238 822 11,525 
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1938 1946 
Units Monthly Nov. Aug. Sept. 
Average 
Principal Products 
Miik Products Ton 874 7 440 163 
Wheat flour ” 1,585 365 8,073 31 
Potatoes % 185 425 282 227 
Sugar B 69 4 —_ — 
Tobacco, cigarettes * 303 90 228 387 
Vegetables 5 1,182 217 225 229 
Wines 382 34 835 137 
Liquors = ae 84 151 90 
Petro] etc. ° a 7,157 7,355 2,785 4,516 
Metals 7 1,652 1,261 679 745 
Cotton yarn ” 104 58 71 44 
Jute bags .. : . 1,530 233 — — 
Cotton pe. goods F 520 409 991 1,097 
Paper, paperware ne 515 272 552 363 
Machines, tools » 242 72 348 1,282 
Metal goods. 2D 613 397 786 658 
Motor cars .. Number 140 st 712 90 
Milk Products 1,000 $ 268 76 1,543 601 
Wheat flour 5 262 350 3,828 25 
Potatoes * 16 749 286 281 
Sugar + 13 17 — — 
Tobacco, cigarettes ” 287 473 1,366 1,902 
Vegetables ; 135 583 1,298 1,582 
Wines Re 116 165 3,265 3,334 
Liquors % 45 647 2,278 1,288 
Petro] etc. y 636 3,867 931 1,512 
Metals 5 420 1,497 1,983 987 
Cotton yarn “5 285 1,152 1,601 1,341 
Jute bags 463 385 _— — 
Cotton pce. goods. - 1,617 12,068 26,636 27,576 
Paper, paperware Ns 353 1,441 2,587 ET2 
Machines, tools : 456 '897 4,569 7,957 
Metal goods , 4717 1,211 4,902 3,892 
Motor cars 3 536 2,034 1,031 2,050 
EXPORTS :— 

Total Tonnage 1,000 T. 136.1 14.6 10.5 1.5 
Total Value 1,000,000 $ 19 19.6 19.3 15.8 

Principal Countries of Destinations : 
France ; ees eee 1,000 T. 79.8 1.7 2.8 2.4 
French Empire -s 10.6 2.2 — — 
WiecSiAe s 2.0 0.7 0.5 — 
Hongkong 3 14.3 0.3 1.0 0.6 
Singapore - 6.4 5.9 5.0 3.4 
China " 2.0 1.5 — — 
France 1,000 $ 9,073 4,264 8,872 8,333 
French Empire sy 1,189 1,980 71 60 
UpSagAue >. r 2,017 2,266 957 58 
Hongkong oF 1,502 751 2,477 1,520 
Singapore s 1,877 6,590 4,757 3,404 
China ye “171: 1,250 111 = 

Principal Products 

Salt fish Re, @ Ton 2,661 24 241 383 
Fish oil ” 194 — 116 236 
Maize . 33,110 = ee i 
Rice, cargo p 4,660 _ 198 — 

+ whole » 54,108 11,268 107 324 

» broken rt 14,534 397 2,180 1,072 

» flour oS 8,261 420 WT, 1,259 
Pepper e 458 0.5 8 50 

ea 5 
Colophanes a at ae 63 
Rubber % 4,835 1,222 4,057 1,932 
Kapok Ay 310 49 206 186 
Tin %s — — a ES 
Maize Gre Gc) oe 1,000 $ 2,992 — — == 
aie if mee 11,922 4,265 2,709 

: - 2 8 140 638 
Rubber a 5,171 4,679 10,332 6,286 
Colophanes ” 4 — — 243 


— 1947 — 


Oct. 


January 14. 


Nov. 


398 
1,532 
809 
610 
268 
754 
150 
2,263 
1,453 
234 
670 
557 
653 
1,080 
238 
1,896 
1,910 
799 


4,206 
1,244 
3,260 
2,472 
1,043 
2,645 
2,584 


18,444 
3,674 
7,993 
5,899 
3,548 


Jan, to 
Nov. 


2,677 
8,360 
5,164 
5,544 
2,791 
2,712 
6,792 
1,820 
40,256 
7,301 
1,241 
6,697 
7,222 
4,007 
6,368 
9,929 
1,625 
11,438 
9,278 
5,549 
8,069 
16,535 
11,768 
44,003 
26,555 
13,789 
11,642 
21,941 
16,273 
203,750 
23,514 
44,712 
39,595 
24,153 


179, 7716 
23,860 
36,904 
18,495 
48,535 

4,805 


1,412 
2,070 
4,412 
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AMERICAN PLANNING FOR’ THERECOVERY 


1. Prewar Production 

The Japanese wool industry suffered 
a marked reduction in productive faci- 
lities during the war. The major 
reason was the scrapping of machin- 
ery. This wculd have been greater 
had it not been for the necessity of 
producing essential clothing and 
blankets for the Japanese’ armed 
forces. 

On the basis of the number of 
spindles in 1938, Japan ranked fifth 
among the wocl-procéssing countries of 
the world, being exceeded by the 
United Kingdom, Germany, the United 
States, and France. The wool-manu- 
facturing industry was developed to 
satisfy the large domestic consumption 
of woolen and, more especially, worst- 
ed fabrics, and the demands of a grow- 
ing export trade. JDcmestic production 
of raw wool in Japan is negligible, 
and requirements are met by imports. 
For the 5-year périod 1933-37 imports 
averaged 224,000,000 pounds per an- 
num. with Australia as the largest sup- 
plier. The import value of raw woo] 
was always in’ excess of the export 
value of wool manufactures; therefore 
there was an adverse foreign-trade bal- 
ance in this industry. 

Producticn of wool yarn was 194,- 
000,000 pounds iA 1937 and dropped to 
144,000,000 pounds in 1939. Most of 
the yarn was of the worsted type. 
Japan became a net exporter of yarn 
in 1933. During the years 1935-39, 
expcrts averaged 39,000,000 pounds 
annually, with India, China, Brazil, 
Korea, and Manchuria as the most im- 
pertent markets. 

The average output of fabric in the 
5-year period 1933-37 was valued at 
285,000,000 yen. In the years 1935- 


38 exports of wool fabric averaged 
32,000,000 square yards annyally, 
while imports averaged 4,000,000 


square yards. Chief markets were the 
United Kingdom, France, Germany 
and Italy. 

Prewar production of wool and worst- 
ed fabrics in Japan was divided into 
two categories: the large-scale _ in- 
tegrated mills which performed all the 
processes from scouring to dyeing and 
tinishing, and the small producers who 
bought yarn from the large spinning 
mills and wove the-cloth on hand 
looms. Equipment in use in 1938 con- 
sisted <f 135,000 woolen spindles, 1.- 
163,000 worsted spindles, and 28,000 
looms, operated by 47,288 persons. 

2. Postwar Plans 

The policies of the American mili- 
tary authorities are the chief determin- 
ant of the scope, nature, and activities 
of the Japanese pcstwar woo] indus- 
try. A plan for the revitalization of 
the industry has been evolved by the 
occupation  authcrities. Basie consi- 
derations of the plan are threefold: 

(a) The desire to achieve a domes- 
tic consumption level approaching that 
of 1930-34, 1.4 pounds per capita, and 


meeting industrial requirements that 
are necessary to maintain a desired 
scale of industrial activity in those 


fields which require woolen products; 


WOOL INDUSTRY 


(b) To export enough wool pro- 
ducts to at least pay for total imports 
of raw wool; 

(c) If pcssible, to export wool pro- 
ducts in excess of raw wool] imports 
and thereby obtain exchange for the 
purchase of essential foodstuffs and 
raw materials. 

The consumption geal is expected to 
be reached after a series of consecu- 
tive developments have _ occurred: 
During the interim period of Japan’s 
postwar economic’ rehabilitation, do- 
mestic consumption of wool goods will 
be held to a practical minimum, Maxi- 
mum use will be made cf mixtures 
with indigenous fibers during this 
perdiod, but as rehabilitation of the 
industry progresses there will be slight- 
ly less emphasis on mixtures. 

During 1947 and 1948 consumption 
of wcol and wcersted yarn will be limit- 
ed to 20,770,000 pounds per year, or 
approximately 0.25 pound per capita. 
Of this amount, 18,000,000 pounds will 
consist cf yarns spun on the woolen 
system for the manufacture of blankets, 
school uniforms, and work clothes. 
‘these yarns will consist of 40 per cent 
woe! and 60 per cent other fibers mix- 
ed with wool prior to spinning. The 
remaining 2,770,000 pounds will be 
worsted yarn for the manufacture of 
underwear and school unifcrms, The 
worsted yarn will consist of 30 per 
cent wool and 70 per cent of other 
fibers Industrial requirements will 
be kept to a minimum, and allocaticns 
wiil be made principally to transporta- 
tion industries and for use within the 
textile industry itself. 

During this period, maximum effort 
will be made to import high-quality 
raw wocls. The bulk will be convert- 
ed into relatively high-grade worsted 
fabric for export. After the period of 
postwar economic adjustment and in- 
dustry rehabilitation, it is contemplat- 
ed that domestic consumer use will in- 
crease gradually to about 97,506,000 
pounds per year, or 1,25 pounds per 
capita. Approximately 51,675,000 
pcunds wiil be worsted yarn, and the 
remaining 15,825,000 pounds will be 
madc available for industrial use—an 
addition of 0.05 pound per capita. This 
rate ct 1.8 pounds per capita compares 


with the average of 1.4 pounds per 
capita consumed during the _ period 
1939 1934. 


3. Fxport Planning 

The desire for Japanese wool pro- 
ducts by foreign buyers indicates that 
there is a ready market for all the 
production that can be made available 
for sale during the nex: 12 months, in 
any case. Since the raw-wool supply 
is uncertain at present it is almost im- 
possible to estimate the volume of ex- 
ports for 1947-1948. Exports since the 
end of hostilities have come entirely 
from the Koeki Eidan (Government 
corporation) stock. As of August 25, 
1947, a tctal of 590,000 square yards 
had been sold, leaving a balance of 
1,700,000 yards. 

The industry ‘embarked on a _ pro- 
gram for the manufacture of appro- 
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ximately 2,000,000 square yards of 
fabric, ‘principally worsted. This pro- 
gtam is approaching ccmpletion. The 
industry hopes to make available an 
additional 416,000 pounds of worsted 
and 397,000 pounds of woolen products 
for export by utilizing the major pro- 
portion of a first shipment of 7,481 
bales of raw woo] received from Aus- 
tralia in June 1947, A program is also 
being déveloped far the conversion of 
the small domestic production of cash- 
mere fiber into tops and yarn for ex- 

port purposes. By prccessing 221,300 

hales of imported raw wool, 29,000,000 

pounds of wool products will be made 

available f-r export in the future. 
During Japan’s peak period of pre- 
war exports, shipments of yarn ranged 

from 5,000,000 to 8,000,000 pounds a 

vear, sales of fabric ranged up to 35,- 

000,000 square yards. 

4. Maximum Consumption and Ex- 
port of the Occupation Authorities’ 
Wool Plan. 

Distribution of Wool Products 


Yarn 
Item weight, in 
pounds 
(thousands) 
DOMESTIC USE* 
Woolen: 
CORSHMNED fxn ioe 45,815, 
TAGUStLial oe cachet nin eee 3,232, 
Worsted: 
Consumer .y- asces 51,675, 
Industrials ono 733, 
Ota... wire caters 101,455, 
EXPORT 
Varn se GWiersleg) cee 5,754, 
Fabric: 
Worsted (25,882,000 
square yards) ...... 14,960, 
Woolen (4,237,000 
square yards) ...... 5,975), 
Other goods: Worsted 2,302, 
Total’: « ai.sieevaiwatee 28,991, 
Grand totaly some ce 130,446, 


*On the average, 65 per cent wool, 
35 per cent other fibers. 

Apparently, mcre than 130,446,000 
pounds of wool yarn will have to be 
produced to enable this allocation to 
be made. To reach this pr:duction 
level, output will have to expand, ma- 
chinery be reconditioned, imports of 
raw wool increased, and adequate sup- 
plies of coal and dyestuffs secured. 

To meet the goal established by the 
military program an annual produc- 
tion of more than 73,122,000 pounds of 
worsted yarn and over 57,324,000 
pounds of weolen yarn will be requir- 
ed. These figures compare with an 
annual range of from 33,000,000 to 
50,000,000 pounds of woolen yarn and 
from 21,000,000 to 81,000,090 pounds 
of worsted yarn produced in the period 
of 1930-34, The peak production of 
woolen yarn occurred in 1939 with an 
output of 64,000,000 pounds, while that 
for worsted yarn ‘occurred in 1936 with 
a production of 103,172,000 pounds. 

Yarn and Cloth Production 
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Worsted Woolen Worsted Woolen 


Montii yarn yarn cloth cloth 
(1,000 (1,000 (1,000 (1,000 
pounds) pounds) sq. yds.) sq. yds.) 
1946 
Jan. 255 1,037 229 578 
Dec. 833 1,753 374 1,450 
1947 
Jan. 712 1,562 415 1,333 
April 675 2,073 515 1,587 
July 675 1,815 495) 1,393: 


The production of wsolen and worst- 
ed yarn for 1946 was 21,187,000 and 
6,987,000 pounds, respectively. Output 
for the first 7 months of 1947 was 12,- 
814,000 pounds of woclen yarn and 
4,562,000 pounds of worsted yarn, At 
the end of June spinners held 3,855,- 
000 pounds of worsted yarn and l,- 
959,000 pounds of woolen yarn, while 
weavers held 1,285,000 pounds of 
woolen and 511,000 pounds of worsted 
‘yarn, Spinners held 4,041,000 pounds 
of worsted yarn at the end of July, 
while weaving-mill stocks: were re- 
ported as 1,168,000 pounds of woolen 
and 579,000 pounds of worsted yarn. 
5. Spindles, Cards, Looms 

In 1939, repcrting members of the 
spinners’ association had an installed 
capacity of 1,628,454 worsted spindles, 
732 woolen cards, and 28,812 looms. 
At the end of 1945 there were only 
95,180 operable wcersted spindles, 190 
operable woolen cards, and 10,311 
operable looms. The industry has 
made efforts to reinstall |stored {and 
damaged machinery and to make 
spindles, cards, and looms operable. 
As a result, there were, by July 1947, 
11,541 installed looms, of which 11,199 
were operable but only 3,938 in actual 
operation. The number of worsted 
spindles installed -was 459,699. Of 
these, 404,526 were operable and only 
99,282 were in actual ‘cperation. In- 
stalled wool cards numbered 456, of 
which 428 were operable and only 259 
in actual] operation, 

To achieve the desired rate of pro- 
duction established by the prcgram, it 
will be necessary to operate 733,000 
spindles and 815 woolen cards. It is 
unnecessary to set a desired level of 
weaving capacity, since the capacities 
of those industiies which further uti- 
lize and process woolen yarn (weav- 
ing, knitting, etc.) will necessarily de- 
velop in proportion to the available 
supply of yarn. The above machinery 
figures are based on a rated capacity 
of 103 pounds of 48-2 ply yarn per 
worsted spindle per year on a 16-hour- 
day schedule;_and a_ production per 
woolen card of sufficient fiber to 
manufacture 67,500 pounds of 10’s 
woolen yarns per year—aiso based on 
au operating day of 16 hours. The 
numbers of worsted spindles required 
is less than half the number installed 
ia 1939, while woolen card require- 
ments are slightly more than the 
amount installed at that time. This 
distribution will provide large quanti- 
ties of woolen-type fabrics for domes- 
tic consumpticn and sufficient higher- 
value export goods to pay for the raw 
materials. As of the end of June 1947 
there was a total reparable capacity 
of 828,297 worsted spindles and 907 
woolen cards already owned by the 
milJs. 


Therefore, reparable capacity is 
more than adequate to meet the re- 
quirements of this program. The re- 
pairs required will cause no strain on 
the raw-materials situation. Adequate 
capacity exists for the manufacture of 
replacement parts needed to fulfill the 
program. 

6. Wool Supplies 

At the end of the war there were 
176,000 bales of raw wool in Japan. 
This has been adequate to supply the 
industry with raw materials sufficient 
to, utilize the very small present oper- 
able capacity. In the 2 years since 
then, this supply has been exhausted. 
At the beginning of June 1947 it was 
35,000 bale¢s, most of which was low- 
grade Chinese, South American, and 
the very poorest qualities of Austra- 
lian wool. These types are virtually 
useless for apparel fabrics of export- 
able types; and therefore will be used 
almost exclusively in mixtures with 
other fibers for domestic clothing ma- 
terials. 

Before the war Japan purchased be- 
tween 600,000 and 800,000 bales of 
high-grade raw wool yearly, mostly 
from Australia. It will be necessary 
to import approximately 665,000 bales 
of raw wool, broken down into 414,- 
000 bales for domestic consumer use, 
30,000 for domestic industrial con- 
sumption, and 221,300 for export 
manufactures. The export portion 
should in turn be divided into 80 per 
cent combing wool for the manufac. 
tures of worsted gcods (177,000 bales) 
and 20 per cent clothing wools (44,- 
000 bales) for spinning on the woolen 
system. The quantity of raw wool 
listed above for domestric use would 
be mixed with noils and reclaimed 
wool, new staple fiber, and reclaimed 
staple fiber. In addition to these 
fibers, a small amount of cut silk may 
be available for mixing with wool. 
7. Coal and Dyestuffs 

Processing 665,000 bales of raw 
material, including the dy¢ing, will re- 
quire 400,000 metric tons of coal. 
Under present conditions of low coal 
production in Japan, allocations of 
such quantities would be impossible 
in thy near future. It is considered 
likely that the rate of expansion of 
the woolen mills will be determined 
largely by the quantities of coal which 
can be allocated by this industry, 
since coal] will in turn determine the 
quantities of raw wool which it will 
be practical to import for processing. 

A considerable proportion of the 
wool is stock-dyed before spinning. 
The availability cf dyestuffs 1s there- 
fore an important consideration in de- 
termining the production capacity of 
the industry. In addition there is a 
much closer relationship hetween the 
dying precess and weaving in the 
woolen industry than in most other 
textile industries because a great deal 
of production is yarn-dyed prior to 
weaving—particularly export apparel 
fabrics. 

Processing ‘of 665,000 bales of raw 
wool will require 3,385 tons of dye- 
stuff. Export manufacturers’ will 
utilize 691 tons of acid dyes and 1,032 
tons of chrome dyes. Direct dyes in 
the amcunt of 1,533 tons and 129 tons 


of sulfur colours will be utilized for do- 
mestic production. 

Scarcity of dyestuffs has been a 
principal deterrent to the development 
of export programs since the end of 
the war. In view of the ‘small alloca- 
tion of coal to the dye manufacturers, 
they cannot at present produce enough 
dyestuff fcr all the textile programs. 
Sufficient capacity exists or may be 
rehabilitated for the production of need- 
ed dyes; but unless domestic output 
is increased materially, imports of 
dyes for the manufacture of woolen 
goods, as well as other textiles, will 
have to be continued. 

The successful achievement of the 
SCAP wool program for Japan- de- 
pends upon the obtaining of adequate 
supplies of raw wool, coal and dyes. 


